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BOOK III. 



Of THE REVBNI^ OF GOVBBNBfENT. 



iQttiu»ucTi<nr. - 

In early periods of society^ the &w publits nm^ 
dures which are requiisite, are both resolved .^fioif 
and carried into execution, by all the meaotbei^ of 
the state* If an eoetoy is to be repelled^ if a crjmQ 
is to be punished, or sabsistenceis to be prdciured 
by the chace, all who expect benefit from the 
general exertion are willing to contribute their 
assistance. Public dieasures, interfering in no 
tespectwith privttte schemes of ambitioQ or pleft» 
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surei occasion no loss to individuals. On the con- 
trary, as they relieve the irksome languor of a life 
spent in idleness, furnish to some an opportunity 
of acquiring admiration or power, and procure to 
all the pleasures attendant on vigorous exertion ; 
public duties^ so far from being considered as 
hardships requiring compensation, are performed 
with alacrity and delight* In such circumstan- 
cesy taxes, or compulsory requisitions of labour, 
or of property for the purpose of hiring labour, 
being unnecessary, are entirely unknown. 

But when property is increased, and the divi- 
sion of labour being established, each moment 
is employed by every citizen in fc^owing out 
his own schemes, public services necessarily in- 
terfere with private g ratifica tion or emolument, 
and it therefore becomes just that those, who de- 
dicate their time, and labour to the good of the 
state, should be indemnified by a contribution 
from the rest of the citizens. Without such an 
indfMnnification, few could be prevailed upon to 
^thdrawtheir attentk>|i from their private affitirs i 
and it would be unjust to lay the whole bur^ 
den of publkr measures on those whose genero- 
tity led them to devote themselves to objects, in 
which th^ have no greater interest than others. 

The public service being no longer voluntary 
and gratuitous, the most natural and obvious 
mode of executing what is for the general good, 
10 tp divide the labour among the citizens, in 
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pioportioii to the advantages which they respec- 
ttvdiy derive from the joint measures. But ac-* 
cwding as the distinction of employments pre* 
vatls» it becomes more difficult, as well as more 
disagreeable, for a man to turn hia aittentionJto 
any unusual occupation ; and it is at last dttCD- 
vered to be more advantageous, to employ per« 
sons skflled in the particular business to be dooe» 
paying them for their trouble, by a contribution 
levied from the other members of die conmnmi'* 
ty. This contribution forms what is called the 

revenue of the state. * 

In considering the manner in which this re- 
venue may be drawn from the people, we may 
either establish general principles^ according to 
which the justice and expediency of aU taxes 
may be ascertained ; or we may examine each 
brqnch of revenue by itself, pdnling out its pe«. 
culiar advantages and defects. 

The former of these modes of inveatigaitioa 
might peihaps be more analogous to that adopt- 
ed in the preceding Disquisitions, in which the 
practice of particular governments has seldom 
been referred to, except as illustrative of gene- 
ral principles. But in the science of taxation, 

* So little of the public revenae« in the more advanced 
state of society, is derived from other sources than the con- 
tribution of the inhabitantSf'that the exceptions formed by the 
poaaessloo of crown4ands, by the inding of treasure, Src» 
scarcely deserve attention. 
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the jdiflScttlty is not to aacertain tht lending viewf 
that ought to influence the legidature^ 86 frtncb 
as to analyse the real^ which are oftto extreme^ 
Ijr different irom the apparent^ eiBfects of the sete^ 
nl branches <^ the public revenue, and to show 
m what manner they; respectively a£fect the 
wealdi of liie various classes of the inhabituits. 

It is proposed^ therefore, to arrange the tasei 
invented hy die ingfehuity of financiers,, and to 
examine the relative advantages and disadvanta* 
ges of each separate class. In prosecuting thid 
enquiry, our attention will be directed chiefly 
to the revenue of Britain^ both because the su- 
perior publicity of the proceedings in parliament 
enables us to cAtain more accurate information 
<yf the financial system, and because that system^ 
having been more an object of general attention, 
approaches more neaily, than perhaps in any 
otfier country, to the principles of justice and 
txpedieni^. 

Before entering ilpon a iteiilar examination^ 
Dr Smith has thought it necessary to premise 
four maxims cf admowledged trath with regai^ 
to taxes in genetaU* 

** L The subjects of every ^tate ou^t to c6n* 
<< tribute towards the support of the govern- 
^ ment, as nearly as possible in proportion to 
^ their respective abilities; that is^ in proportion 
^ to the revenue which they respectively enjoy 

• Wealth of NatioM, Book V« Chap. II, Part H, 



\ 



^ undftr Ibe protection of the atate." Hie eaqui^ 
riesia which we haire beea engaged seem to have 
8^gge8ted an important madi6catiiwi of this 
maxim, by proving, that, acoordiog to justice as 
well as expediency, the pooportion, wiiich the 
taxes bear to the property of each contributott 
ought to increase pcogresstvety according to hia 
w^tL* 

'< II. The tax which eacdi individual is bound 
^< to pay, ought to be certain and not arbitrary.^ 

*^ IIL Every tax ought to be levied at die 

V tinie, or in the manner in which it is Ukely to 
^* be most convenient fofi the contributor to pay 
1* if' 

^ IV. Every tax ought to be so contrived as 
f< both to take out and to keep out of the pocketa 
<« of the people as little w possiUe, over avd 
^* above what it brings into the public tre^miuy 

V of the state. A tax," continues Dr Slopith^ 
^ may either take out or keep out of the pocketa 
«< of the people a great deal more tlu^n it brings 
^ into the public treasury, in the four following 
^ ways. First, the levying of it may require a 
^ great number of officers, whose saliuies may eat 
<< up the greater part of the produce of the ta^, 
^ and wfacM perquisites may impose ftnother ad* 
s' ditional tax upon the people. 3ecoQdly, it 
I* may ob^uct the industry of the peppl^ and 
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f*diioourage them &om applying to certain 
** branches of buaness which might give mai)i> 
«* tenance and employment to great multitudes. 
** Iliirdly, by the foiftitures and other penalties 
** which those unfortunate individuals incur who 
" attempt unsuccessfully to evade the tax, it 
*' may frequently ruin them, and thereby put an 
" end to the benefit which the communis might 
** have received from the employment' of their 
*• capitals. Fourthly, by sutgecting the people 
** to the frequent visits, and odious examination. 
** of tax-gatherers, it may expose them to much 
** unnecessary trouUe, vexation, and o[^iression, 
*' and though vexation is not, strictly speaking,- 
** expense it is certainly equivalent to the ex- 
** pense at which every man would be willing to 
*' redeeSn himself from it." 

To those maxims of Dr Smith, it may be pro- 
per to add, as we shall often find occasion to re- 
fer to it, that taxes ought to be so levied, that 
they will be paid by most of the contributors, 
not from their capital, but frvm what they would 
otherwise have expended. This maxim being 
less obvious than Ihe others, may require some 
illustration. 

When a man is taxed in such a manner that 
le naturally saves the amount of the tax from his 
ordinary expenditure, the enjoyments which he 
cUnquishes are the exact measure of his contri- 
>ution. He is deprived of part of his usual gra* 
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iifications, and the sum which he thus saves is 
expended by governinent; but the tax occasioiis 
no loss to the citizens beyond the immediate pri- 
vation* 

It is otherwise with taxes which diminish ca- 
pita], and, by preventing future producti<m» dry 
up the sources of future enjoyment. Such taxes 
deprive individuals, not merely of gratifications 
equivalent to the pubHc contribution, but also of 
all the profits, which, in a course of years^ would 
have been drawn from the employment of the 
stock. They do even more than this ; for as the 
proprietor mig^t probably have ad^ed part of 
those profits annually to Ids stock, they also pre- 
vent him from acguJring that additional income 
which his accumulated capital would have pro* . 
duced. In some cases, too, the reduction of his 
circulating capital, as was formerly explained^ 
may render some part of his fixed capital unpro- 
ductive. ♦ 

Taxes affecting capital are consequentiy more 
oppressive than taxes, to an equal amount, that 
are paid firom expenditure. In the language of 
Dr Smith, they keep out of the pockets of the 
people a great deal more than they bring into 
the public treasury of the state. They also are 
incapable of being justiy apportioned among the 
several contributors. To those who are engaged 

• Book U. Cb^. IV. Sec IL 



In very pf^table tx^dei^ or w^e^e ourciikthig 
pital is barely sufficient for ^^ fiill employmait 
4^ the maehkiery ^§y Ihifb eFeeted or tivs Uuds 
tfaey have rented, a tax on capital is 9 mucb 
heavkr imppsitioi} than to capitaiistSy who dfaw 
coaly five pier emit interest from their W9alth» 
B^ore the r^al privation to each contrihutor, 00- 
cnatoned by a tax of this nature^ can bp 9fAia^ 
ted, we must take into account his piudience, his 
experi^ce, his existing establishments, and h&i 
frugality. In apportionipg t^es aflfeqting expeop 
diture, noqe <^ those difficulties oocuTt Makiof 
allowance £o€ the differences akready pointed oul 
between the lipher and poorer chisses of inhabitr 
ants, the privatiim of a certain (H'oportion of their 
enjoyments may be omsidered as a(9fectiQg, is 
an equal d^ee^ all the citizens of th^ state^ 
, If we direct ow attration to the power and 
resources of gov^fument, we shall be still moro 
sensible of the destructive consequences of tax* 
es affecting capital^ 

As long as the funds required by the public 
are drawn froin wh&t would otherwise have been 
consumed by the proprietors, the progress of na« 
tional wealth is in no respect impeded. The ca* 
pital cimtinues tp yield its annual increase, and 
that increase to be vested in new agricultural^ 
manitfacturing, or commercial speculations, aa 
if no taxes whatever were levied. Part of the 
general income of the people is consumed in a 
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pipiner spmewhAt <li&rart fiam vliait woeld 
JMve taken place if it had ren^tinai io the handi 
of its proprietors, and probaUy in a mtaaner leaa 
productive of hs^pj^ness ; but the regources nf 
iiie natiooy consisting in the ability to sontinuc^ 
or even increase, the public lej^penditur^ sufler 
|io dimimition. The aggre^g^ consumption not 
having hem increased, the uggreg^ wealth is 
not impaired. As many inh^lntaots may be 
inaintained, as much labour emf^oyed* aa muck 
machinery erected, as before ik» tw ms impo^ 
fed ; and all the sources ci the iaoom^ of in^ 
vidoaU being led ei|tire9 an equal revenue magf 
sffm be drawn from the peopki^ and i^>plied tB 
the service of the state. 

On the other hand, if, by the operation o£ a 
i^x, thie digital of the nation be dinunished, the 
defalcation of the funds fcmneriy destined to 
a^culture, manufactures, and t^e, must be 
followed by a prq^rtional reduction of the aor 
|iual produce of .the land and labour. Such taxes 
turn part of the national wealth from capital to 
immediate expenditure, from productive em^ 
ployment to unproductive consumption; and 
thus undermining the foundaticms oi prosperi<> 
1y, render it more difficult to raise future sup* 
plies. While the public expenses are drawn 
from what individuals would otherwise have con^^ 
aumed, no limitation, except the refusal of the 
people to submit to further privatiooai can be 
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waigned to the exertions of the sUte ; but wfaeii 
capital is affected, the financial system leads ra* 
pidly to private poverty and public weakness. 
A nation laying heavy taxes on expenditure^ 
may be compared to a vain man, who lives spa- 
lingly at home that he may make a splendid 
figure abroad : a nation laying taxes on capital, 
to the prodigal, who, spending am^nally more 
than his income, is soon involved in ruin. The 
former may continue his rndde of living from 
year to year, and at his death leave an unimpair- 
ed property to his children : the latter becomes 
daily more embarrassed in his affairs, and sinka 
with accelerated rapidity into difficulties, pover- 
ty, and want. 

It is true, that, when the public burdens are 
very rapidly increased, many will at first neglect 
to make the proper reduction of their expenses, 
and the annual accumulation of stock, in what- 
ever mode the revenue may be raised, will be re- 
tarded or perhaps counteracted. This, however, 
is only a temporary evil, if the system of taxa* 
tion be sound* Experience soon evinces the ne- 
cessity of retrenchment, in order to accumulate 
that degree of wealth which each person thinks 
necessary to his independence, his comfort, his 
respectability, or the establishment of his child* 
ren ; and this retrenchment, while his annual in« 
come is undiminished, he cannot find' it very dif* 
ficult or painful to accomplish* But we shall af- 
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ttrwatds prora tiiat Mme tuttt tfflfecthig capital 
bold out no inducement whatever to individual 
parsimony, and it is obvious that all of them 
render retrenchments doubly painful, by redu- 
cing the income from which the ordinary expen- 
diture of the family, as well as the sum required 
to replace the defalcsrfion of capital, must be 
drawn ; and Ihus rendering much more rigid par* 
simony necessary to him, who is desirous of again 
making up the stock, cf which he had been da^ 
prived by the tax. 



Taxes may be divided into two great classes^ 
those which are levied on persons, and those 
which are levied on property. Except, how- 
ever, in very rude states of society, when labour^ 
not money, is required by the state, taxes adect^ 
ing persons, without any regard to their proper- 
ty, are almost unknown. That the rich and the 
poor should contribute equally would shock the 
common sense even of the most inattentive ; and 
accordingly in what are sometimes called Poll or 
Capitation taxes, distinctions have almost univer- 
sally been made, according to ranks which were 
supposed to bear some kind of relation to wealthy 
or according to vague and arbitraiy valuations^ 
Such taxes, by whatever name they may be 
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known, are no kHiger on persona, Imt on pro*' 
perty. 

Of tizes on property, some duoiiiisb the meaov 
of enjoyment possessed by him Cnjm whom thejr 
are levied ; otiiets affect persons altogether difV 
lerent from him. Thus it will afterwards bo 
shown, that a tax on land is paid by the proprie^ 
tor, without recourse on any other person ; while 
a tax on the importation (^ tobacco, though ad- 
vanced by the merchant, is repaid to him by tbo 
consumer of the article. Hence a general divi? 
sion, which it wiU be convenient to keep in view, 
into direct taxes, which are ptud without recourse 
on others ; and indirect, which affect the enjoy- 
ments of persons altogether different from those ' 
by whom the money is wiginally advanced. 

In the Krst Part of this Book, we shall exa* 
mine the direct, in the Second Parl^ the indirect 
taxes, chiefly of Great Britain, 

When unusual charges occur, in place of levy- 
ing the whole funds reqiusite for the expenses 
of the year, it has become customary, in modern 
times, to borrow the extraordinary supplies, le- 
vying taxes only for the payment of the interest, 
or sometimes for the redemption of the capital 
of the debt at a distant period. The examination 
of this, which is known by the name of the Fund- 
ing System, will form the Tliird Part of the pre, 
lent Book. 



PART t 



6F t>IRECT T:h£B6> 



CHAPTER I. 
Of General Assessment 

A 6EKBRAL assessment on all the inhabitant 
of a country is the most obvious way of raising 
die funds required for the expenses of the state ; 
tmd, if it were possible to ascertain, with tolerable 
accuracy, the amount and comparative value of 
the several descriptions of wealth enjoyed by 
each contributor, it would sdso be the most um 
exceptionable. The sum required by the publiii 
exigencies might always be raised without iht 
possibility of deficiency or excess; the contribu« 
tion would fall proportionally on evety species 
of property, and, being dif&sed Over all, would 
be oppressive to none } the tax might increase 
progressively accordtog to^lhe wedth of the ^ 
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veral contributors ; the sum which each person 
had to pay, being fixed and made known, the 
necessity of retrenchment would be obvious ta 
all who were desirous of accumulating lichefl^ 
and the assessment would consequently occasion 
little or no defalcation in the capital of indivi- 
duals. Each person's contribution^ too, might, 
without much public inconvenience, be received 
by instalments, so as to bear as lightly as possi- 
^ ble on any particular portion of the year ; and 
the expenses attending the collection would be 
trifling, in comparison of those inseparable from 
a complex system of finance. Such an assess- 
ment, while it rendered all other taxes unneces- 
sary, would occasion no loss or inconvenience to 
any one, beyond the mere privation of that in- 
come which was required for the expenditure of 
the state. 

Ahnost insuperable difficulties, however, oc^ 
cur in estimating the wealth of the several in* 
habitants. The value of land, as we shall afteri. 
wards find, may, to a certain degree, be ascer- 
tained ; means may perhaps be devised, though 
with much greater difficulty, for approximating 
to the amount of money lent at interest ; but all 
attempts to value mercantile stock, while entirely 
fruitless, must end in vexation and injustice. 

T^^jthout an inquisitorial scrutiny into each 
man's private transactions, it seems impossible to 
jffgta such « coxy ectore with r^aid to the wealth 
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cT those engaged in trade, as can furnish fair 
grounds for a general assessment ; nor is it easy 
to see how such a scrutiny can either be render* 
ed effectual, or guarded against the most destruo 
tive abuses^ 

In Holland, on several occasionSf each^pereon 
has been ordered to pay into the public treasury 
acertain proportion of his wealth, and afterwards, . 
without disclosing the amount, to mi^e oath hth. 
fore the magistrate that he has fairly obeyed the » 
law. When the people were fully satisfied with 
public measures, such a scheme of contribution, 
if rarely resorted to, tmght perhaps be effectual. 

Although a few might escape, the great maforily . 
of the nation would have little inclination to de- 
fi^ud the state; But it is always dangerous to 
oppose men's interests to their duties, and espe- 
cially to render this opposition regular imd con- 
stant At first, a sense of morality, and the self- 
degradatioii: inseparable . from, falsehood, may, 
^ith a considerable numbel', prevail over avarice ; 
but few, it is to be feared, will be proof against 
the reiterated attacks of self-interest, the conta- 
gion of example, and the certainty that adhe-. 
rence to truth must subject them to injustice. 
An assessment on oath may be &irly paid for 
once, though even this would probably be too 
sanguine an expectation ; but if it became an or-^ 
dinaiy source of revenue, it would q>ee<my cor« 
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caomipt the morals of the people.* At first only 
the cUshonest might throw the burden from them-* 
«dves mi their more upright neighbours : the 
6tiD(6e of justice, hdwever, would gradually be 
undermined by various subterfuges and sophisms 
fiH^geMed by a desire of exempdon j the preva^* 
IdKlM of this Species of fraud would in some 
neasuf e conceal its deformity j and at last, as the 
nihe imsfti necessarily advance along with the 
etemptkmsi even the most upright would be 
forced to prevaricate, thait they might not be 
milled. Under such a system, eadi citizen 
woold contribute not so much in proportion to 
llM wealthy as according to his regard for truth* 

^ in 1788, ft forced losn.ef fbor per oent wai levied in 
HoUaad on all eOfkti above 8500 guilden, and on all income 
from office^ valued according to the age of the holder of the 
c^e. The produce is believed to have been abdut 60 mil- 
Bans of goOderSy or 54 miUions sterling, for the province of 
Holland, tnafcing the capital on which it was paid lS7i nul<» 
llpQS flerlvig. 

In 1799» a tax of tiro per cent payable in two years, was 
inposed. l%e oiode of estimating the capital was neaHy the' 
same as in 1788, and the produce in the province of Holland 
was beKeved to be about 95 lailBotM of guilders. 
. fiboB after the French entefod H<dlandt another forced 
lean of sue per cent was levied, which was supposed, in the 
l^rovince oT Holland, to have produced less than 40 milliona 
of guilder^ or S,750,000(. sterling, makhg the capital on 
irfaich H was paid only about 02^ millions sterihig. 

Ttere ^fn be little doubt, thai even in 1788».the capital of 
die provinoa of Holland had been greatly under-rated. 
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' lb force each person to declare in a public 
ttanBer the amount of his fortune^ is much more 
likely to be productive, than to allow him to tax 
liimself in secret. Until there be a kind of tacit 
ccmseDt to underrate property, until it be quite 
mdentood that every citizen is guilty of peiju- 
ly, it will be necessary for commercial credit that 
each merchant should tax himself with some ap- 
pearance of justicci More attention, however, 
will be given to public expectation, and to the 
consequences likdy to result from disappointing 
that expectation, than to the truth of the state^ 
menL He whose wealtli i& undoubted will pay 
the smallest sum that a regard to his character 
will permit On the other hand, the man whose 
aflyrs are declining will be under temptation to 
conceal his losses, to tnist to future success for 
an opportunity of rectifying the injustice, and, by 
paying a tax which he can no longer afford, to 
aink himself in more hopeless distress. The frau- 
dulent, at an expense ultimately ruinous to their 
affiiirs and injurious to their creditors, will be en- 
.abled to spread abroad unfounded reports of 
their succe^ and thus to establish, on false pre- 
tences, a credit which they could in no other 
way have procured. It cannot be just thus to 
overwhelm those in danger of sinking into po- 
verty, or expedient to encourage a hollow sys- 
tem of credit, by which the unprincipled may, if 
^'iuccessfu), rise to wealth, and, if unsuccessful, 

VOL. JII. B 
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ruin aH who Imve been induced^ by the amouiit 
of their public contributions^ to bdieve them a& 
fluent. 

A scrutiny by the officers of government into 
the affairs of merchants, while it would have Ut^ 
effect in preventing frauds, would be attended 
with most exorbitant expense, and could scarce* 
ly fail to produce the most ruinoas eflfects. It 
could avail nothing, unless all the transactions 
were accurately examined, and such an investi* 
gation would require a multitude of revenue c£- 
ficers skiOed in every department of trade. To 
them every secret would have to be disclosed^ 
every mode in which business could be bedt con* 
ducted, minutely explained. These i^cers and 
their friends would be enabled immediately to as- 
certain what branches of trade were most lucnu 
tive, and the merchant would be deprived of all 
the advantages arising from superior knowlec^;e» 
extensive correspondence, ingenuity, and judge* 
ment 

The effects of such an investigation might, on 
particular occasions, be most injurious to credit. 
In all commercial transactions, there must occa- 
sionally be losses as well as gains. A scrutiny 
into the albirs of a trader soon after some unsuc- 
cessful speculations, if followed by a considera- 
ble reduction of his assessment, might darm his 
creditors, and, by bringing unexpected demands 
against him, convert what would otherwise have 
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hifW neve^ a temporary inconveiucaice^ into ir* 
iietritvable ruin. 

At ill timea» such a system of inspeetion would 
lodge in the hands of pufalie officers a trust most 
liable to abuse. Though they could rate no per* 
son's fortune too high without his own consent, 
yet they might occasion excessive trouble in re* 
sisting their over-charges ; while it would always 
be in their power to rate property too low, and 
thus to &voQr their friends at the expense of thi£ 
ptthHc To procure a mitigation of their taxesi 
many nught be expected to descend to the most 
unworthy arts. They wo\dd pretend the most 
aealous attachment even to a wicked or contemp- 
tible administration ; they would submit with pa- 
tience to the insolence of power, and fawn on 
fhe officers appointed to rate the assessment. To 
flattery some would add a bribe, to be largely re- 
turned to them in the mitigation of their tax. If 
all those arts should fail, they would have recourse 
to false entries in dieir books, and a thousand 
other devices, by which the real state of their a^ 
fairs might be concealed. The unjust would 
consequently be eased of the public burdens by 
which the honest and upright were oppressed, 
and a premium being held out to fraud, the mo- 
rals of the nation would soon be corrupted. 

The system adopted for rating the property 
tax of England partakes of all those different 
modes. Each individual, in the first instancej is 



allowed to tax himself; the. amount of his fir-' 
come is not published, but made known to cbm-^ 
inissioners appointed by govermnent ; and these 
eommis»ioners^ if they are dissatisfied^ may, to a 
certainr degree^ invefttigate hb affiurs. From such 
a system all the evils that have been enumerated 
must partially result. Merchants* who have in- 
curred losses will be apt to continue a contribu* 
tion which they can no longer afford ; those who 
have been successful will pay rather what is ex- 
pected from them^ than what is reaUy propor- 
tioned to their gains ; the commissioners have it 
in their power to favour themselves and their 
friends both by mitigating the tax, and by pro- 
•curing more accurate knowledge than can be 
generally possessed of the circumstances of in- 
dividuals, and the profitableness of the specula.- 
tions in which they are engaged ^ and, lastly, a 
power is created by which the opponents of go- 
^vernment may be awed into submission, or the 
^vate enemies of the commissioners harassed 
•and oppressed. Hitherto the necessity of mild- 
ness, to counteract the unpopularity of the tax, 
has prevented these last and worst evils from 
•being felt \ but the same circumstance has ren- 
dered the check on false returns inefficient, and 
reduced the contribution fix>m mercantile profits 
'so low, that there can be no doubt of the pro- 
perty tax being much evaded by capitalists and 
merchants. 
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lil^liile such are. the diflScuIties in estimating 
tbe wealth of a great and opulent class of the 
citixeits, another question arises, whether an as^ 
sessnaent, in ord^ to be just, should be levied 
according to property, or tx>^ annual incoipe. 

The value of propertj varies according to its per- 
manency and its chance of tnprovemen t Land 
being exposed to no accidents or decay, but on 
the contrary always coming into greater demand 
as nches increase, is more valuable, in a thriving 
country, in propootion to the income derived 
&om it, than any other species of wealth : mort- 
gages, being move secure, are in general more 
valuable, than money l^it on personal security, 
particalarly if the credit oi the debtor be decli-- 
ning : and mercantile stock, according as it is 
employed in prudent and profitable speculations, 
in rash schemes, or in machinery no longer 
yielding due returns, may be more valuable than 
land, or less so than money lent on very in- 
difierent Mcurity. There exist as many values 
of the same nominal amount of property, really v 
and intrinsically diffei^ent from each crther, as 
there are varieties in securities and risks. To 
tax a permanent property, and one in imminent 
hazard, at the same rate, would evidently be un- 
just; for the two proprietors, if equally prudent, 
ought to live in very different styles, and annual- 
ly to consume very different proportions of their 
revenues. Their wealthy though nominally the 
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whence that income is derived, is still more uo- 
just. Of two men enjoying the same revenue, 
one from lands or capital, the other from an an^ 
nnity or profession, the circumstances are ex- 
tremefy dtftrent. The first may annually ex- 
pend the whole of his income, and leave a provip 
aion, in the estate or capital, for h» children ( 
the other must annually save a considerable part 
of his rieceipts, that his family after his death 
may not be reduced to want While the tax 
may occasion a retrenchment of only a tenth of 
Vila usual expenses to the capitalist, it may de- 
ductafourth, or, in case of bad health, ahalf, of 
what a prudent clergyman, pfajrsioian, lawyo*, 
artist, or annuitant^ would think himself entitled 
to ^end in his family. If the protection afford- 
ed by government be equal, there must be the 
^eatest injustice in making the one purchase 
this protection, by sacrificing so much larger a 
proportion of his enjoyments, than the other. 

This inequality m^t be mitigated, by ma- 
king the rate 'depend partly on property and 
partly on income. All revenue derived from 
annuities, or pn^essiohs, might be brought to a 
capital, according to the number of years at which 
the life of the annuitant was valued, and the tax 
-might then be levied on this fictitious property. 
^Sources of inequality wouM still remain in the 
state of healtli of the contributor, in the proba- 
bility of h» employment being permanent, and 
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in the various risks to which commercial specit* 
lations are necessarily, though very unequally^^ 
exposed. 

With a contempt of justice, almost unexam* 
pled in the financial system of Britain, the pro^ 
perty tax, as it is very improperly called, disre^ 
gards all distinctions, levying the same propor* 
tion of the income, whether it be of a temporary 
or permanent nature, whether derived from pro- 
perly already realized, or the foundation on 
which rigid parsimony is gradually to rear future 
independence. It may be true, that, in many 
instances, thelfraudulent concealment of income 
derived from professions mitigates this inequali- 
ty of the tax. But the frauds of the people are 
9 wretched corrective of the injustice of the le- 
gislature, and all annuitants, as well as the ho- 
nest, among merchants and those exercising pro- 
fessions, are delivered over to the oppression of 
the law. 

In another respect, the property tax of Bri- 
tain is not less unjust One advantage of assess- 
ment is, that it is capable of being advanced pro* 
gressively, according to the wealth of the con- 
tributors. In as far as income arises from trade 
or professions, this has been attended to, though 
so imperfectly, that at SOOL a year» the progress^ 
ive scale of taxation has already reached its high- 
est point. But if the income arise from any q>ecies 
of property, no gradation wbat^ver is admittecU 
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Tlie poor widow, drawing ten pounds a year 
from the funds, as her whole support, pays the 
same proportion of her pittance that the noble- 
man does of a princely revenue. 

That a tax so unjust in its principle, so un- 
equal in its distribution, and so liable to firauds 
and partiality, should have been adopted by the 
legislature, can be accounted for only by liie fi- 
nancial difficulties of the times ; that it should 
have continued for years must be ascribed parU 
ly to the general ignorance of finance, of which 
the debates in parliament afford many examples, 
but chiefly to the real difficulty of finding other 
taxes equally productive, and to the belief that 

Its duration will terminate with the war. * 

* ' » • 

* It may be added, diat the property tax of Britain is Teiy 
opfiteadwe on fiurmers, by aMomiog, what in many instan- 
ces most be ftlsc, that their profits are equal to half of the 
rents which they pay, and by rising in proportion to the im« 
provement of their lands. A fanner, at the beginning of a 
-long lease, pa|» more than the land is worth, because at the 
end of the lease, he knows he will pay less. While hb rent 
is too high, his profiu are taken at half of that rent ; but af- 
ter his lease has lasted seven years, and he begins to draw 
the compensation for his original ouUay, his tax is raised to 
half of what the ferm would bring at rack-rent This injustice, 
Jbowever, belongs more to the defective provistons, than to the 
.piadpleofthetax. 
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Of Taxes on Zand. 



SECTION I. 

General Observatiom on Land-ToM. 

• 

JN o kiad of public contribution seems to have 
been so universally established in all countries^ 
and at all times, as that which is levied d^ectly 
from the proprietors of land. In a rude state of 
society, land, with the slaves and cattle which 
produce and consume its fruits, may be consi- 
dered as almost the only valuable species of ac- 
quired property. That which consists of furni- 
ture, clothes, and other commodities, is compa- 
ratively of little importance, while it is either 
possessed by the landholders in a degree, nearly 
proportioned to their estates, or enjoyed by their 
dependants and slaves, from whom, not the com* 
munity, but their immediate superiors, are ac- 
customed to levy taxes. In such rude times, 
whatever the public service may require, is per- 
formed by the landholders, who exact, by stipu- 
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Jn^n, by established ciistoin» or according to 
their arbitrary wiU, similar personal services from 
their dqiendants. 

Farther experience hbving shown the disad- 
vantages of this arrangement both to individuals 
and the state^ public services are gradually com^ 
muted for a payment in money ; but as the land- 
holders are thus relieved <^a troublesome duty» 
the charge of hiring others to do what they were 
formerly obliged to perform^ falls naturally upon 
thera. Afterwards, when the public expenses 
have increased much beyond what old contribu* 
tions can defray, it appears more easy to increase 
a tax which already exists than to devise new 
sources of revenue ; more practicable to value 
property of a fixed, permanent, and public na» 
ture, than, to ascertain the amount of what is 
changeable, iBuctuating, and easily concealed. 
Thus a considerably part of the public revenue, 
in almost every country, has been levied by a 
direct imposition upon the lands, while move* 
able property contributed to ihe public charges 
only by duties on consumption, affecting the landr 
holder, in proportion to his expenditure, equally 
with the other classes of inhabitants. 

Such a distribution of the public burdens, 
though odgiiWting in custom^ in temporary 
ccmvenience, and in ignorance of that science 
which professes to proportion the contributions 
of the several classes of citizens to the advant^^ 
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^s which they respectively derive from th£ [njI>> 
lie expenditure, a very ingenipm sect of philoso- 
phers has endeavoured to shew to be consistent 
jwith the most extended views of policy and jus* 
tioe. They have even asserted^ that bowevet* 
complicated a system of taxation may be, how-* 
ever varied and intricate in its ramifications, 
land is the stem from which the whole of its pro- 
duce is actually derived ; all attempts to draw 
revenue from other branches of industry, than 
the cultivation of land, merely occasioning ad- 
ditional expense, which, together with the ori- 
ginal tax, must ultimately be paid by the pro- 
prietors from the rents of their estates. 

This inference, indeed, seems to be Intimate* 
ly drawn from the general doctrines of the eco- 
nomists, which have already been explained.* 
If agriculture be the only productive employ- 
ment of capital and labour, ^if it alone furnish a 
suqpliis over what, being necessarily consumed 
in the act of production, cannot be withdrawn 
without a proporticmal diminution of next yearns 
production, it seems to follow that this surplus, 
or clear rent of land, is the only proper revenue^ 
or disposable fund, existing in the country. 

When merchants or manufacturers are taxed, 
say the economists, either the rate of profits and 
wages will rise, till each receive the same return 

• Book II. Chap. lY. Sec. lU. 
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as before for the employment of his capital and 
labour ^ or part of the fonds formerly destined 
to commerce and manufactures bemg withdrawn 
from those employments, and consumed by the 
state, less of the annual produce can next year 
be exported, less of foreign commodities can be 
imported, and a smaller quantity of manufactu- 
red goods can be brought to market* The same 
or a greater quantity of agricultural produce co« 
ming thus to be exchanged against a smaller 
quantity of foreign produce and manufactured 
goods, the comparative value of the former must 
fall, and tbe tax must ultimately be paid in the 
depreciation of the rude produce of the land. 
' No part of this dqireciation can fall on the &r«i 
mer, who, like the merchant or manufacturer^ 
requires his annual profits for his maintenance. 
The whole, therefore, must fall on the proprie* 
tor, who alone possesses a fund which, being an* 
nually produced without being necessarily con* 
sumed, is strictly disposable, its expenditure by 
the public neither diminishing the riches nor 
cramping the future exertions of the nation. 

According to this system, the science of taxa* 
tion is extremely simple, consisting merely in 
raising whatever may be requisite for the public 
expenditure, by a direct assessment on the free 
rents of land. Such an assessment, it is asserted, ^ 
would save a great part of the charges insepara- 
ble from a complicated. system of finance, and 
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proporticm the pnbUc biudenf i^ith peifect accu* 
ncy to that particular speciea of fxroperty^ ftom 
which, after aH our contnvances, the whole of 
the public revenue must ul^ioately be drawn. 

The fundamental doctrine of the eoonomistsb 
that all the pro6ta of stock and wtfges of labour 
are requisite to tl^ oftx^ year's production, or to 
the next year's trade,, has already been shown to 
be erroneous.* It has been proved that profits, 
fiir from being the means merely of supporting 
Ae capital already existing, are a new aoquiation, 
capable of being consumed by the capitalist with* 
imt the impoverishment either of himself or the 
nation ; and that whatever portion of them is 
saved and stored up, is a real and permanent 
addition to national wealth. It has also been 
shown, that wages, in eyeiy prosperous country, 
are mofe than the neceasi^ry maintenance of the 
labourers, and that this surplus may either be con- 
sumed, or added to the existii^ capital, without 
any reduction of the population, and consequently 
wi^out any rise in the general rate of wages. Such 
profits and wages are thereibre disposable, in the 
meaning affixed to that term by the economists, 
and, if demanded by the state, may be surrender* 
ed by their proprietors, without any necessaiy dt» 
minution of capital or population, thoii^h not with* 
out the privation of comfort to those by whom 

ft 

• Book IL Chap. IV. Sec IIL 
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ihBt veveDue might otherwise have been eiv|oyed« 
In this respect, a tax affecting merchants or nuu 
nufietcturers is precisely stmilsr to one on rents, 
which most diminidi the free income of the 
landholders, though it does not necessarily affect 
the amomit of existing wealth. 

The economists appear to consider the »te 
of profit as soijiething fixed, which cannot be re- 
duced without diminishing the capital of the 
country. It might have occurred to them that 
merchants'might give up some part of the luxury, 
and splendour in which they had lived, without 
cramping their trade % in the same manner that 
landholders may confine their expenses without 
diminishing their rents* 

The rate of interest and of profit is regula* 
ted by the quantity of capital, compared to the 
demand for the commodities which that capi* 
tal can produce or import. It will not be pre- 
tended that any tax can increase the demand for 
capital ; nor is it very likely, if wisely imposed, 
to lessen its amount. When either the income 
or luxuries of a capitalist are taxed, it is much 
more probable that he will contract his expen* 
ses, than that he will break in upon his capital ; 
in the same manner, that a landholder is more 
likely to retrench some of his superfluities, than 
to mortgage his estate. If, indeed, the merchant, 
by changing the employment of his stock, can 
escape fix)m the impost, he will naturally endea- 
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ad the economists attended to the repartU 
I of taxes affecting the expenditure of those 
Lo manu&cture articles intended for exporta* 
.on, they must have suspected that there was 
some fallacy in their system of finance. The 
wages and profits of such manufacturers are es^ 
actly similar to other wages and other profits $ 
as requisite for their own support, and for next 
year's trade, as little of what the economists de^ 
nominate a disposable revenue, and consequent* 
ly as incapable of ultimately defraying any part 
of the public expense. It is not easy to see, how- 
ever, on whom the taxes originally paid by that 
description of the inhabitants can be shifted. 
Tbey^cannot be devolved on the landholders of 
their own country, to whom none of the manu* 
factures are sold. Nor can they be transferred 
to the proprietors of foreign lands ; for, Jiefore 
the tax was Imposed, the commodities would be 
sold as high in the foreign markets, as the com** 
petit;ion of buyers and sellers would permit If it 
be said that the nett profits and wages of such ma- 
nufactures, being incapable of rising hke those of 
others, must remain below the ordinary rate, till 
capital should be forced from them into other 
channels, it must appear extraordinary, that by 
the very high duties on almost every article of 
consumption in Britain, our export trade should 
not long ago have been annihilated, and quite 

VOL. III. c 
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unaccountable, that, in spite of those duties^ it 
^ould most rapidly have increased. 

But the expenditure of the British government 
has now left little room for doubt on diis subject* 
It is a matter of notoriety, that the public reve* 
nue of Britain considerably exceeds the highest 
estimate of all the free rents in the kingdom ; * 
so that the unfortunate landholders not only 
have nothing to maintain themselves and their 
fitmilies, though, from ignorance of their own po- 
verty, they continue to live in great affluence 
and splendour, but they are forced annuaUy to 
pay directly and indirectly to the public, several 
millions more than they derive from their estates* 
It is in vain that we are told of the reduction of 
wages, interest, and profits, which would follow 
the repeal of taxes on consumption, and desired 
to calculate on the one hand the accession to the 
nett rent resulting ftom the diminution of agri- 
cultural charges, and on the other the reduction 
cS public expenditure, which might be expected 
from the cheapness of labour, and of every com- 
modity ; it is in vain that we are assured, that, 
under such a system of finance, no public debt 
could ever have been contracted, and that a few 
shillings in the pound of free rents, would at all 

* The nett rente of Briuin were valued by Mr Pitt in 1795* 
•t 25 millions aterling ; the ordinary revenue, exclufiive of war 
dmigeib nunr now be stated at about 40 milltons. 
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timed have supplied even tiie utmost profusion of 
4mi: government Be it so ; still the &ct, that, at 
this anoment, the public expenditiiFe exceeds all 
the rents in the kingdom, remains uncontrovert<* 
ed, and 1^ fact seems condusive against the 
«y6tem of the economists. 

I^eaving this ingenious, but unsound, theoiy^ 
'we shall now proceed to enquire howfar a tax 
^iiiectij affecting land, its rents, or its prodlie^ 
is;" a just or expedient sdurce of public revenue. 
In whatever manner such a tax may be levied* 
there can be little doubt i^at it wiU &U ultimate* 
\y on the landholder. The wages of country !&>• 
Jboaty and the profits of famm^ slock, ellowanoe 
beidg made fot the agreeaUeness of the employ* 
ment and the nature of the risk, nmst bear a fix- 
ed, or nearly a fixed, proportion, tp other wages 
and other profits. If part of the produce be exf 
acted by the state, or any duly imposed upon 
the rmtj such taxes cannot permanently afiett 
the labourer or the farmer ; fot the one will di* 
rect his labour, an^ the other his stock, to other 
employments, imless they can derive equal ad* 
vantage by continuing them in the cuHivdticfn 
of land* Without reducing the general.rate of 
wages or prc^ts in the countrjr, nO circumstance 
whatever can, for any length of time, diminidi 
. them in any oner branch of business carried on 
by circulating capital; and therefore all taxes 
afiecting land, must ultimately fall on the rent. 



which is the part of the produce Aat ximmi, 
after defraying all the chaiges of tfaefiurm, and 
returning, with its ordin^ pr<^ the drcohftiilg^ 
capital that had been employed** 

Nor can the landholder, like the merehant or 
manufacturer, by raising the price of hm pro- 
duce, devolve the tax on the consumer. When 
any single article of merchandize is taxed» the 
d^ers in that article would immediately wiA* 
draw part of their capital from its production of 
importation, unless the rise in price indemnified 
diem for the tax. Indeed, in point of £Mrt,' they 
always do withdraw some part of their ci^tiA 
with which they advance the tax to govemmeat;^ 
and, experience having evinced the certainty of 
a rise of price, the dealers becomeiess anxtoua 
for an immediate sale of their goods. The de^ 
mand fixr the commodity, however, ccmtinues 
the same, and ccmsequently the diminution of 
the quantity brought to market very i^eedily 
enhances the price. But land and its produce 
may be considered as fixed ^quantities incapable 
of reduction by the operation of a moderate tax^ 
Ab long as an acre yields any rent whatever, any 
8um, however trifling, beyond the seed, labour, 
fiurqier's profit, and tax, so long will st be the 
inlttest of the proprietor to employ it in some 
•Und of production* A tax on one kind of agri* 

• Book IL Cbap. IV. Seb..IL 
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cvltural {iroduce may indeed ditODurage diat 
particolar employm^it of land, but only by giv- 
ii^ a new direction to cultivation ; a tax, too, so 
high as to exhaust the whole rent of inferior 
lands may return them to their natural and un- 
prc^fitable state : in the former way, one species 
of produce may become scarcer, but only by 
others becoming more plentiful ; in the latter, 
the exchangeable value of every kind of pro* 
dace may be somewhat enhanced. But a tax 
leas excessive, as it can ndther increase the 
demand for corn and cattie, nor diminish the 
quantity of land in culture, can have no effect 
whatever on the markets, and therefore must 
lest^ without possibility of transference^ on the 
proprietors of lands. 

If^ then, a land-tax of any kind be imposed^ 
without an equivalent duty on every other spe>- 
cies of property, its operation must be unjust^ 
It throws the expenses of government entirely 
on one description of inhabitants, protecting the 
capitalist, merchant, manufacturer, and farmer, 
at the expense of tiie landholder. It is a bur^ 
den on one class of citizens for the advantage of 
the others. 

Not only does such a t^c fall on one dass of 
citizens exclusively, but even on that class vesy 
junequally, being altogether paid by the present 
proprietors, to the entire exmption of future 
purchasers. Land, from the permanency of the 
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security^ ihe expectation of a rise in its Value in 

an improving country, and also perhaps £rom 

the respect attached to its possession, always 

bears a price in the market/ somewhat higher in 

proportion to its atmual revenue, than money* 

Thus, land may at present be valued nearly 

at 30 years purchase, while money lent at in* 

terest yields five per cent. This difference of 

exchangeable value, arising from comparative 

adimntages possessed by the one species of pro* 

perty over &e other, cannot be affected by any 

tax. The interest of money remaining the 

same, the price of land, after a land*tax has 

been imposed, will continue to be 30 years of 

the free rent as before. But as this free rent 

will be diminished by the tax, the price of each 

estate will proportionally decline. If the nett 

rent be reduced by a tax of four shillings in the 

pound, from lOOl. to 80l. a year, the estate^ 

which formerly was worth SOOOl. will no longer 

sell for more than 24001. A proprietor there* 

fore, who wishes to dispose of his land, will at 

once be deprived of one-fifth of his property* 

Instead of papng 201. a year during his posses^ 

sion, and leaving this annual payment as a bur* 

den on the lands, he finds himself obliged to 

pay 6001. the value of the tax for ever, while 

his successor is exempted from all contribution* 

The lands, indeed, continue to pay the 80l. a 

year to the state ; but the new proprietor, hav- 
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ing received an equivalent in the reduction of 
the price, derives the same clear income from 
his 24001. that he would have drawn from that 
sum vested in land, had no tax been imposed* 
In the course of a few years, there comes to be 
a numerous class of citizens, deriving the same 
protection from government with the former 
landholders, the same pennanency of secmity 
from the nature of their possessions, the same 
prospects of opulence from the prosperity of the 
country, and the same rank in society from pub- 
lic opinion, without being subjected, in any de- 
gree, to that tax by which the incomes of the 
older proprietors have been materially reduced. 
He who purchased lands before the imposition 
of the tax receives a clear revenue of only 801. 
a year, while another, exactly in the same cir- 
cumstances, except that his purchase was later 
by a few months or weeks, draws 1 OOl. a year 
from the same sum of money vested precisely in 
the same manner. 

The hardship is still greater on a landholder 
who unfortunately is involved in debt. He and 
his creditors are properly joint possessors of the 
estate^ the rents of which are annually divided 
between them. He, indeed, is the administra- 
tor, having all the trouble of management, and 
in return all the advance of rent which bis own 
judgment, or the circumstances of the country, 
enable him to procure from the tenants j but 
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■rt any one year, is only what re- 
■■' ■■^^"^''^«,^^ rents after paying the interest oi" 
"" wft;-H^«^ In assessing a land-tax, how- 
^^ K' is considered as the receiver and pro- 
^ **" . ^-fd^. whole; DO deduction is made on ac- 
* .l,t of the interest which he annually pays to 
. .(.^litor; and therefore he is rated at an in- 
\M«e wliich he does not enjoy. If an estate worth 
%t(H)I- ^°^ rented at lOOl., be mortgaged for 
lOOOl- of debt, the free income of the proprie- 
tor, after paying the interest of his debt, is only 
sol. a year. He is, however, rated to the tax as 
if he received lOOl. of free rent; and conse- 
quently, while other landholders are taxed at 
four shillings, he is forced to pay eight shillings 
in the pound of his actual income. While he 
is thus oppressed, his creditor, who derives the 
same protection from government, and who, al- 
though he does not appear as proprietor of the 
estate, has bis property as firmly secured on the 
very same lands, is altogether exempted. 

It is in vain that a man in such unfortunate cir- 
cumstances should seek to escape from this injus- 
tice, by disposing of his estate and discharging his 
debts. Before the tax was laid, he might have sold 
his landsforSOOOl., which, after paying up his debt, 
would have left him a reversion of SOOOl., yielding 
him, at ordinary interest, \OCA. a year. But by 
1 of the tax, the value of bis estate is 
jced to 24001. and consequently his 
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reversion to 14001., of which the interest is only 
70l. So long as he retains his lands, his free in- 
come is reduced from 50l. to SOl. a year ; when 
he disposes of them, his reversion is diminished 
irom 2000L to 1 4001. and the interest which it 
yields from lOOl. to 70l. In the one case, he 
pays 40, in the other 30 per cent, of his nett in- 
come, while the revenues of more opulent land- 
holders are reduced only SO per cent., and while 
neither his creditor, nor the person who purchases 
his lands, contributes one farthing to the ex- 
penses of the state. The case that has now 
been stated is not exaggerated, for many pro- 
prietors owe debts more than equal to a third 
part of the value of their estates. 

The legislature, if aware of this injustice, has 
no means of obviating it, or of empowering the 
debtor to retain the tax on the interest annually 
paid to his creditor. If there be a fixed rate of 
interest which it is illegal to exceed, such an 
enactment must immediately occasion a demand 
for the capital lent on mortgage, which the debt- 
or, prevented from borrowing a similar sum by 
the operation of this very law, will be unable to 
answer, otherwise than by selling his estate at 
the value to which it has been reduced by the 
tax. If there be no law restricting the amount 
of interest, the debtor will be obliged to agree 
to such terms as will put his creditor on the same 
footing with other capitalists.' Should the law 
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proceed further, zoA order that, in paying up any 
money borrowed on lands before the date of the 
enactment, a sum equivalent to thirty years pur- 
chase of the tax shall be deducted from the prin- 
cipal, this would merely be a transference of in- 
justice from one class of inhabitants to another. 
Those capitalists who had lent their money on 
the security of lands, would be very heavily tax-; 
ed, while others, having preferred a different se- 
curity, or employing their property so as to draw 
both interest and profit, would be exempted. 
Nor would such a law be ultimately very bene- 
ficial to landholders. The expectation of new 
land-taxes, and of new reductions of the princi- 
pal and interest of mortgages, would efiectually 
preclude future loans on such security, whatever 
occasion proprietors might have for money, either 
to Improve their estates, or to prevent a disad- 
vantageous sale. The urgency of their wants 
would speedily induce them to give higher inte- 
rest, or to admit a direct clause barring them 
from retaining any part of future taxes from 
their creditors ; and if all such clauses were ren- 
dered penal, premiums would be paid for loans, 
or separate obligations would be given for addi- 
tional interest, and, in these or other modes, the 
debtor woidd be obliged, not only to put bis cre- 
ditor on a footing with other capitalists, but also 
emnify him ibr the risk aud disgrace that 
eventually result from an ille^l and usu- 
transaction. 
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In iiehatever way, then, a land-tax may be le- 
vied, unless it be balanced by an equivalent tax 
on every other species of property, it must be 
extremely unjust ; laying a part of the public 
burdens on one class of citizens exclusively, fall- 
ing very unequally on the several members of 
that class, and, in particular,, oppressing those 
who are already struggling with difficulties and 
involved in pecuniary embarassments. These ob- 
jections apply equally to every species of land- 
tax ; but when we consider the several ways in 
which such a tax may be assessed, it will be ap« 
parent that there are also particular hardshipSi 
inconveniences, or mischid^b^ inseparable from 



There seem to be three several principles ac- 
cording to which a land-tax may be levied. It 
may be rated according to a fixed and permar 
nent valuation of lands ; or according to the ac- 
tual free rents of each particular year ; or accord- 
ing to the gross produce, without reference to 
its partition between the landlord and farmer^ 
In the following Sections it is proposed to consi- 
dier each of these in their order. 
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SECTION II. 

Of Land-Tax levied according to a fixed Valuation. 

« 

Of all the ways in which land can be taxed^ 
indeed of all the ways in which a public revenue 
can be levied, this is undoubted^ the least ex* 
pensive. One survey being sufficient for ever, 
the original cost; of this survey, however great at 
first, must bear a very small j^oportion to the 
sum which, in a course of years, the tax wiU 
bring into the puUic treasury. Nor can the ex» 
pcnse of collection be considerable ; for one col* 
lector, with his clerk, would be sufficient to re- 
ceive aYid transmit to the seat of government, the 
contributions of a very extensive district. The 
tax would therefore take out of the pockets of 
the people very litde more than it furnished for 
the expenses of the state. Its amount, too, would 
be perfectly fixed and precise ; it might be re* 
ceived by such instalments as were convenient to 
the contributors; and every landholder would 
naturally adapt his expenses to the portion of 
his rents which remained to him after having 
paid his tax. 

All these advantages, however, should weigh 
little against the injustice which has been shown 
to be inseparable from every land-tax, or even 



against the frauds that would be practised, and 
the consequent inequality and oppression which, 
at its first institntion^ must inevitably result from 
this particular mode of it 

^en a valuation Ja to be made of the lands 
of a kingdom, for the purpose of rating them to- 
wards a permanent tax, it is impossible to guard 
against numerous mistakes proceeding from ig« 
nonmce and negligence, or against more import^ 
ant errors arising from frauds corruption, and 
powen A mere casual survey by people little 
interested in the result wdl fail in ascertaining 
the just value of lands, influenced as that value 
must be by the state of culture, the prosperity 
of the neighbouring towns» the facilities of car^ 
riage, and many other circumstances ; yet any 
yaklation which, disr^aAling these particulars^ 
looks merdy to the preseiM: rental, must, in the 
course of a veiy few years, become extremely 
unequal. But this would be the least important 
source of error. As the tax is to be perpetual, 
as it is instantly ,to affect the relative value of land 
as compared with other descriptions of property, 
and of estatea as compared with each other, it 
would be an object of the utmost importance to 
each proprietor to have his lands rated below 
theic actual value. In pursuit of thi& ot{|ect every 
misrepresentation would be employed, false evi- 
dence would be adduced, and fabricated rentals 
jcxhibited, while by civilities, or perhaps by di- 
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net bribery, all trpublesome suspicions would be 
hid adeep. In other cases, the protectidn of the 
great and powerful would rewaid the complai- 
sance of the assessors, or their enmity Would be 
denounced agmnst strict, or, as it wonM be term- 
ed, vexatious scrutiny. Nor are there any. means 
by which officers resolved to do their duty could 
effectually detect the frauds that would be prac* 
tised. No person would consider his own inte^ 
tests so much injured by the lands of his neigh- 
bour being under-rated, as voluntarily to object 
to the valuation ; and the office of 'an inform^ 
is too odious to be generally undertaken from 
ttrictly public motives. The estates of the ho^ 
nest, of the obscure, and of every one obnoxious 
to government, would therefore be rated nearly 
at their real value, while those of the frandulest^ 
the rich, and the powerful, would in a great 
degree be exempted. The very day after such 
li valuation, there would be an entire change in 
t}ie prices for which different estates might be 
fk>ld ; one would b6 very considerably reduced^ 
another would retain almost its former value. 

If, however, the country be neither advan- 
cing nor declining 'With rapidity, these inequa^ 
lities, though grievous at first, gradually cease 
to be felt. In a course of years, a great pdrt of 
the lands pass to new possessors, who pay a price 
for them inversely proportionate to the tax with 
which they are chargeable. If the tax be high, 
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the price of the estate will be low ; and the new 
proprietor can complain of no hardship in being 
obliged to contribute annually to government 
that sum, for which he has received an equi«- 
valent in the cheapness of his purchase. He, 
in reality, is not taxed, the whole demands of 
government having been discharged by his pre- 
decessor. To equalize a land-tax, a number of 
years after its assessment, would, therefore, be 
a new injustice under the semblance of equity. 
Those who had purchased cheaply, because their 
lands were highly rated, would, by such an equa- 
lization, acquire property, for which they had 
•given no equivalent. CXhers, who, from the mo^ 
deration of their assessment, had paid a high 
price for their estates, would be unjustly depri* 
ved of that exemption which they had bought 
and which they were entitled to consider as part 
of their estate. This equalization would again 
disturb the relative value of estates, raising «ome 
and sinking others ; it would again occasion 
hardships and injustice precisely similar to what; 
though severe at first, time had softened or re- 
moved ; it would lay a heavy tax on one class of 
landholders, not to defray the expenses of the 
state, but for the sole purpose of enriching ano* 
ther description of proprietors. 

Some estates, it is true, have remained in the 
same families, passing by lineal descent from fa* 
ther to son, ever since the first establishment oP 
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tbe land-tax io Britain i but tliis fonnshes no 
sufficient reason for disturbing that comparative 
value of lands which has so long prevailed^ Each 
proprietor has been accustomed to consider what 
remained of his rents after paying the tax, as the 
whole of his annual income, and what hi& lands 
under burden of the tax could be sold for, as the 
exchangeable value of his estate. Those who 
are highly taxed have ceased to view a portion 
of the rents as belonging to themselves^; sucbas 
pay little to government have been accustomed 
to look on this exemption as a possession secu- 
red to them by a long prescription. Both have 
regulated their expenditure according to their 
nett income ; while, in their own estimation and 
that of tbe world, both have been reputed opur 
lent in proportion to the present exchangeable 
value of their respective estates. That one fa« 
mily was wronged, and another unjustly favour-* 
edi a century ago, is no reason for altering the 
circumstances of those families at present Why 
should we disturb the comparative wealth of in- 
dividuals, settled as it has been by a tax levied 
long before those indi\tduals were bom ? When 
no public good can result from it, why should 
we bestow unexpected riches on some, by impo- 
verishing others ? 

If a land-tax of this nature ought not to be 
equalized after its first establishment, the rate, for 
the same reason, should neither be increased nor 
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diminished. If the valuation be fixed, so also 
ought the amount of the tax. To diminish or 
abrogate such a tax^ after it had long been levied, 
would be to confer riches on the landholders, ac« 
cording to a very unequal role in so far as they 
themselves are concerned, and wholly at the ex* 
pense of the other inhabitants. The decrease of 
public revenue would require new burdens to be 
laid on the people ; or at any rate, by preventing 
the suppression of other taxes affecting all classes 
of the citizens, it would confine that relief, which 
ought to be general, entirely to the proprietors 
of land. Even if all other contributions were 
previously dispensed with, the land*tax ought to 
be continued as a perpetual charge upon the 
land, and its produce ap^ied to objects of pub- 
lic utility ; for to that tax every citizen haa an 
equal claim with the person by whom indeed it 
is annually disbursed, but who acquired his es- 
tate under this express burden. Having paid no 
price for this part oi the rent, the landh<4der can 
have no right in it. TTiat must be strictly pub- 
lic property to which no one can set up any 
just claim ; and what thus belongs to the state, 
ought to be made to contribute, as equally as 
may be, to the enjoyment or prosperity of all. 

Every increase of this species of land-tax is 
attended, on the other hand, with manifest injus- 
tice. Besides producing all those inequalities, 

VOL. III. D 
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which are necessary results of such a tax at its 
commencement, an increase, according to ati old 
valuation, is productive of much additional op- 
pression. Although the original valuation had 
been made with the utmost accuracy and impar-* 
tiality, it cannot continue, for any length of time, 
truly to represent the relative value of different 
estates. The mode o{ cultivation that has been 
followed, the vicinity of a thriving town, and 
many other circumstanees, quickly affect the 
rents of several estates in very different degrees ; 
and if no attenticHi be paid to the alterations thus 
introduced by time, the additional rate will fall 
very lightly on those lands that have risen la 
value, and very severely on such as have been 
stationary. An increase of an existing land-tax, 
is, therefore, an assessment levied according to 
a valuation, which, from the nature of things, 
must be extremely defective, and the burden 
created by it, being lightest on the most prospe- 
rous landholders, falls on the contributors pre- 
cisely in the inverse ratio of their abilities to 
bear it. 

It may further be remarked, that in a country 
which is in a state either of rapid advancement, 
or decay, a land-tax, according to a fixed valua- 
tion, causes inequalities which vary from day to 
day. If the country be improving, and the rents 
consequently advancing, the tax comes by de- 
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grees to bear a smaller proportion to the nett 
rent, and the differences occasioned by it, in 
the comparative value of the several lands, are 
in the same degree diminished. If, on the 
other handi rents be declining, those differences 
every year become of greater consequence. Let 
us suppose that of two estates, each rented at 
lOOl., one pays lOL, the other 20l. c^ land-^tax; 
the free income of the two proprietors, after do* 
ducting the tax, will be to each other, as 80L to^ 
90l., or as 8 to 9 : should the rents rise to 200L 
without any alteration on the tax, the free in- 
comes will be to each other, as 180L to 190l., or 
as 18 to 19 : should the rents fiill to SOL, they 
will be to each other as SOL to 40L, or as 3 to 4. 
In the one case, the difference of nett income 
frcHS tlie estates, and consequently of their actual 
value, has in part disappeared ; in the other, it 
has greatly increased^ Thus a tax, such as we 
are now considering, is constantly producing 
alterations in the relative value of lands ; but un« 
less the changes in the circumstances of the 
countxy be veiy rapid, sueh variations are so 
little perceived, that perhaps they form no solid 
practical objection to this mode of raising a pub^ 
lie revenue. . 

If the tax be rated in money, similar inequali- 
ties must proceed from fluctuations in the value 
orthe currency. A rise in the value of the cur- 
rency will operate precisely as an increase, and ak 
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&U in tliat value u a reduction, of the land-tax. 
The obvious ccNrrective is to rate the tax in cwn 
coDvertible into money acctu-ding to the averse 
price ofthe tea or twelve precedingyeufi. As alte- 
rations in the value of the currency must occasion 
mriatums of the same nature, both in rents, and 
in the average price of grain, a tax levied accord- 
ing to tbc average [^ce of corn will always main- 
tain nearly the same proportion to the nett rent 
of the estate, llie natural fluctuations, however, 
in the value of money, unless accelerated l^ in- 
judicious interferences of government, are in or- 
dinary cases still mcve gradual than those in the 
circumstances of the country, and, on that ac- 
count, it may perhaps be unnecessary to obviate 
inequalities which can scarcely be felt. 

Upon the whole, it would appear, that a land- 
tax according to an unvarying valuation is, at its 
commencement, one of the nmst unjust and op- 
pressive modes of levying a puMic revenue ; but 
that in the course of time its inequalities disap- 
appar, till at last it becomes so interwoven, and 
blended with the ^Htunes (rf* individuals, that it 
no kmger can be considered as a burden on any 
member of the community ; and when this has 
*'^'-n place, it can neither be equalized, increa- 
diminished, nor suppressed, without the 
itest injustice. A nation, having no such tax, 
do well to avoid it ; but wherever it has been 
;d for a nuadxr of year^ it ought, as in Bn- 
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taiB» to be rendaed a Jtg^kur and perpetual 
amifce of public aupfdj, uidesg redeemed at a 
fidr vdUiation by the proprietor! of llie lands. 
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C^JLani'Tax levied acccrdhg to the retd ItenU. 

I? the rate of land-tax, in place of being per- 
manent, is to vary with the circumstances of the 
eoontry, and to be adapted to the annual expen- 
diture of the state, less injustice would ensue 
from levying it according to the real rents, than 
according to a fixed valuation. Each increase 
19, in reality, a new tax, thcnigh assessed upon 
the model of an old one ; and if an accurate 
aurvey ought to precede the first imposition of 
the land*tax, the same reasons exist for a si- 
milar snrvey preceding every other. Accord- 
ingly the economists, who, considering all reve* 
nue as derived from land, have recommended 
the land*tax as a substitute for %\erj impost, 
have unifi^rmly maintained that new surveys firom 
time to time were indispensable. 

A land-tax, levied in this manner, is liable to 
all the objections already stated against this 
source of public revenue. Although the amount 
of the tax may be subject to variation, every per- 
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son who proposes to purchase an estate wfll coo- 
ttder how lAuch its average rate is likely to be, 
and will deduct a fiill allowwce on that account 
from the free rent according to which he values 
the lands. It will> therefore, affect landholders 
alone, and, to the entire exemption of all new 
purchasers, will be paid by present proprietors 
in the reduction of the market price of lands. It 
will also, as formerly stated* be peculiarly op- 
pressive to such landholders, as, from impru- 
dence or misfortune, have been obliged to mort< 
gage their estates. But besides being the source 
of unavoidable injustice, the species of land-tax 
we are now considering, is liable to objections of 
a different nature. 

The most obvious of these consists in the diffi- 
culty ' of ascertaining, with tolerable precision, 
the real value or annual free rents of lands. 
Where each proprietor is anxious to shifl; the 
burden from himself, many will be found little 
scrupulous with regard to the means ; and not- 
withstanding all the checks that can be devised, 
it is to be feared that cunning, prompted by in- 
terest, will over-reach that attention and saga- 
city, which are recommended only by a general 
sense of equity or of duty. 

y appear, on a cursory view, that with re- 
lands let to tenants, a general register of 
vould be an easy and accurate mode of 
ning the rents. But where concealment 
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could aot be difficult, many ways would soon be 
iaveoted for diminishing the apparent and re- 
corded rent A separate bond might be granted 
by the tenant or his friends, as for an annuity 
purchased for a term of years ; a contract might 
be entered into for a quantity of com to be deli- 
vered every year at a low price ; a fine might be 
paid at the commencement of the lease, without 
being narrated in the agreement ; or a bond, pay- 
able by instalments, might be granted for money 
said to have been lent in order to stock the 
fsjm.. Unless means of probable detection could 
be devised, it were vain to denounce severe pe- 
nalties against these and similar frauds. Dr 
Smith was of opinion, that such means would be 
found by entitling the landlord or tenant, who 
should lodge information, to a part of the penal- 
ties, * It does not seem very probable, however, 
that the landlord, (or whos^ benefit the fraud 
was committed, could be induced, by part of a 
penalty, to forfeit his honour, and permanently 
increase the tax upon his estate. Neither is it 
likely that any bribe could induce the farmers 
to submit to the degrading office of informers, 
to incur the contempt of their neighbours, to 
expose themselves to vexations by which a land- 
lord may always torment, and sometimes ruin, 
them, and, at the end of their lease;, to lose 

• Wealdi of Nations, Book V. Chap. II. Part II. Art. {• 
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their fktmit for a reason vhich would eftctually 
prevent tliem from procuring any other. Occa- 
Bionally, Sudden passion, or malicious revengej 
might urge a farmer to accuse his landlord j but 
the instances, though perhaps sufficient to in. 
fuse uneasy suspicions, and feo enable an uofnin'- 
dpted tenant to extort unjust concessions, would 
be far too rare to check a lucrative &aud. The 
upright, therefore, disdaining all tricks and evft* 
sions, would be heavily taxed, while the dishcN 
nest went free ; and, false leases, and false re^s- 
trations, being notoriously prepared between the 
landholders and their tenants, for the express 
purpose of defrauding the revenue, the morals 
of those classes of the people would be ^leedily 
corrupted. 

The difficulty of valuing rents must be still 
greater, when the proprietors are themselves 
the cultivators of their lands. To assess them by 
a jury of their neighbours, as proposed by Eh- 
Smith,* would, in a great degree, be an exemp- 
tion from the tax. Both from private friendship, 
and from the expectation of similar ^vours, the 
proprietors of a district would, by a kind of tacit 
agreement, mutually underrate the value of each 
other's lailds ; and where every thing is necessa- 
rily uncertain, where many opposite views may 
be entertained, and the exact circumstances of 

* Weallb cf Nitioiii-, Book V. Chop. II. Ptat II. Art 1. 
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the case cannot be very generally known, there 
h no effectual control by public opinion on dis- 
cretiotiary power. In a short tirne^ indeed, pr&> 
varication of this nature would be so common as 
to excite little notice ^ and he who should perse« 
vere in making fair valuations, would subject hin^ 
self to the charge of unfriendly moroseness, whil« 
in reality, with the moat honest intentions, he 
would be d<Nng injustice to his neigbbours^ by 
subjecting them to a higher tax than the other 
landhoIdetB of the kingdom. 

Were the valuation to be Entrusted to public 
officers, evils still more serious would ensue# 
These c^ov s, having it in their power to serv^ 
their friends at the expense of the public, would 
be constantly assailed with every weapon of ia^ 
fluence and corruption. Surrounded by every 
kind of temptation, few could be expected to pre- 
serve their integrity ; and partly from tlie di%re« 
tionary nature of their functions, partly from the 
want of direct interest in any person to detect 
their partialities, every check devised to prevent 
their collusion with the landholders would prove 
ineiiectual. If appointed by the counties^ they 
Would be apt to favour that part of the country 
with which they were connected, and the indivi** 
duals to whose votes they owed their situations : 
if nominated by the crown, they would become 
a convenient engine for rewarding the friends 
and overawing the opponents of a corrupt admi* 
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nistration* Even by such landholders as disdaia- 
ed eveiy kind of fraud, the good-will of the as- 
sessors would be assiduously courted, and their 
enmity avoided by the concealment of political 
principle and the sacrifice of public duty : for» 
although, by an appeal to a jury, ultimate oppres- 
sion might perhaps be resisted, no defence could 
be found against inconvenience and vexation, 
cloaked, as they easily might be, under the sem- 
blance of public zeal. 

From what has already been said, it can scarce- 
ly fail to be remarked, that this species of land- 
tax must occasion considerable expense. To 
see that all leases are duly entered in the regis- 
ters, to watch the progress of every estate, and 
summon a jury from time to time, to decide on 
the amount of each amelioration, still more to 
value the rents of such lands as are cultivated by 
their proprietors, must require a great number 
of intelligent and experienced surveyors ; wliile 
to keep these surveyors to their duty, and to 
prevent gross and palpable frauds, would be full 
employment for almost as many respectable su- 
perintendants. That the assessment may be 
just, amidst the rapid variations of the relative 
value of different estates, accurate surveys must, 
in some way or other, be frequently repeated, 
and the expense of such surveys will deprive 
this mode of raising public revenue of that 
cheapness of collection, which is its principal re- 
commendation. 

6 



OF LAND-TAX* 59 

The chief objection, however, to a land-tax 
according to real rents, next to its injustice, is 
its tendency to discourage the improvement of 
tile country. The only inducement which a pro- 
prietor can have to improve lands at a distance 
from his house, is the expectation of his outlay 
being speedily returned to him in the rise of his 
rents^ But, if this increase of rent is to be at* 
tended with an increase of tax, the date of his 
reknbursement, and of the expected profit, for 
which he submitted to both trouble and expense, 
must be postponed. If, by laying out lOOl. on 
his estate, a proprietor can add 1 5l. a year to his 
rental, besides receiving the interest of his out- 
lay, he comes into possession of id. a year, 
which, according to calculations of compound 
interest, will return his lOOl. in little more than 
eight years ; after which time, all the additional 
rent is clear profit on the transaction. But if, 
in consequence of this advancement in rent, his 
tax is raised 3l. a year, there remains to him, be- 
sides interest, orly 7I. of increased rent, which 
will not reimburse him for his outlay in less 
than eleven years. Should the expected returns 
be less than 1 5 per cent., the tax, as it is altoge- 
ther a deduction from what remains after paying 
the ordinary interest on the advances, while it is 
rated according to the whole additional rent, 
will operate still more as a discouragement to 
improvement Thus, if the outlay of lOOl. pro- 
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duces an increased rent of si., the irpprover hav- 
ing annually 31. more tban interest, would be rani- 
bursed in 30 years ; but, if ll. lSs>, or four ahil- 
lings in the pound, be levied as a tax, there rfr. 
main^ after ' deducting int^est, only ]1. 8a^ 
which will not return the capital in less than 91 
years. A landholder possessing the requiaite 
funds njay prefer purchases (^ additional hmds, 
houses, or public stock, to improvements fi-ont 
which the returns are so slow ; and he ^idio u 
obliged to borrow the money, will be apt to go 
on with a veiy imperfect system of culture, ra* 
ther tban involve himself in debts, which he has 
only a very distant prospect of repaying. 

That branch of the improvement of a couiitry 
which is carried on by farmers, is also, in some 
degree, retarded by a tax oo real rents. With- 
out a lease for a consideraUe term, no tenant 
can be expected to engage iu any important im- 
provement, it being obviously his interest to 
adapt his system of culture to the production of 
immediate profit, rather than to the permanent 
amelioration of the lands. To grant such leases 
of unimproved lands will, however, be ultimate- 
ly advantageous to the proprietor, who may ex- 
pect a full compensation, at the end of the term, 
in the additional value which the farmer's skill 
and capital have bestowed on his estate. But 
\ at the end of the lease, goremment is to share 
1 the rise of his rents, his inducements to put 



ih lands m long out of bis owp possession^ most 
he proportionally dtmiiushed, and* in many caseSy 
he may prefer the influence which he possesses 
over tenants at wiU» or the accession gradually 
arising, without any outlay or sacrifice on his 
fartt from iht prosperity of the country, to ad-- 
vantages which, b^des being distant^ are mate- 
rially diminished by the operation of the tax. 

Tile practice c^ exacting fines, which would 
probably be one of the means of evasion most 
generally resorted to, would not &il to be still 
more prejudicial to agriculture. If the tenant 
pay down a sum of money at the commencement 
of his lease, he will always be deprived of part of 
that capital, with which he might have improved 
bis farm ; not unfirequently he will even be inca- 
pacitated from following out the most advanta- 
geous rotation of crops. His form being under- 
stocked, he will be forced dther to leave part of 
his lands uncultivated, or to labour the whole in 
a parsimonious and insufficient manner. So far 
from making improvements, his mode of cultiva- 
tion will scarcely prevent deterioration, and the 
landholder may think himself fortunate, if he re- 
ceive back the land at the end of the lease, in 
as good a state as he had delivered it at its com- 
m^Acement 

It has been proposed, as the means of obvi- 
ating all objections of this nature, to allow the 
rents to be valued before any improvement was 
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beguB, and to charge the tax according to that 
valuation,' for such a number of years as* might 
be BufScient to replace the expense of the im^ 
provement.* Such a r^ulation would be the 
source of many irauds and of endless litigation. 
While a country is in a prosperous state, and ca^ 
pital and population are increasing, or when, in 
consequence of the productiveness of mines, or 
an increase of bank notes, the exchangeable va- 
lue of the currency is prt^essively diminishing, 
the rent of lands, independently of all agricultu- 
ral improvements, must continue to advance. In 
such circumstances, it is so advantageous to fix 
for a number of years the valuation of an estate, 
and consequently the amount of the tax, that 
many improvements of land would be proposed 
without any view of their being executed, and 
entirely abandoned as soon as tliey had afforded 
a plausible pretext for valuing the rents. The 
most rigorous police could merely enforce an ap- 
pearance of improvement, calculated to evade 
the penalties of tlie law ; nor could even this be 
done, without permitting a most vexatious inqui- 
sition, and stationing in every part of the coun- 
try a multitude of officers, who, at their own 
discretion, might institute harassing prosecutions, 
or connive at gross violations of the law. Where 
the terms of the statute must, of necessity, be 

* Weihh of Mstioiu, Book V. Cliap. IL Part IL Art. I. 
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loose and inaccurate, each officer would be at 
liberty to interpret them according to his friend^ 
diips, enmities, or interests. 

Independently of the difficulties attending its 
execution, an act authorising valuations previous* 
ly to prelected improvements, could be only a 
partial mitigation of the evil. It mi^t prevent 
the tax from standing in the way of extensive 
and magnificent undertakings, but it would be 
wholly inapplicable to those gradual and pro- 
gressive ameliorations, which, upon the whole, 
are much more beneficial. When a proprietor 
can reduce his expenditure below his income, he 
is naturally inclined to expend his surplus in the 
cultivation of his lands ; if in this Way it be as 
profitable, or nearly as profitable, to him as in 
any other. But the sum which at any one time 
he can affi>rd to expend, is too trifiing to entitle 
him to value his lands, and fix for years the 
amount of bis tax. He must, therefore, still re- 
main subject to that discouragement which the 
act permitting valuation was intended to remove. 
Not perceiving so certain or immediate advan- 
tage from the possession of a moderate sum of 
money, he has fewer incitements to rigid econo- 
my, and even if he does save part of his income, 
he has greater temptations to purchase new lands, 
or to employ his surplus in some other specula- 
tion not subjected to direct taxation. 
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Such a regulation as we are now consideriDg^ 
would not prevent a tax on real rents from dift-^ 
couraging long leases, or from introducing fines 
as a mode of evading the contribution. It would 
therefore remove none of the obstructions to that 
improvement of the country carried on by te- 
nants, which is probably the least expensive and 
most effectual mode of increasing the annual 
produce of the soil. 

A tax liable to such objections ought surely to 
form no part of the public resources. The land 
is a great capital, unproductive, or nearly so, 
without the aid of the farmer's stock ; and con- 
sequently whatever impedes the progress of agri* 
culture, not only <* obstructs the industry of the 
** people, and prevents them from applying to a 
^* branch of business which might give mainte- 
** nance and employment to multitudes," but 
also deprives the country of the rent, or return 
for the fixed capital, which might otherwise have 
formed part of the aggregate revenue of the na- 
tion. Nor should it ever be forgotten, that in per* 
manency of employment, and exemption from 
fluctuations of demand, in its effects on the health 
and morals of the people, and its power of ren- 
dering national policy independent of other coun- 
tries, agriculture has decided advantages over 
every other source of wealth. 
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SECTION IV. 



Qf a Land^Tax kmed according to the gro» Prbdua of 

the Sail. 

A tax dn the pi'oduce ofhiad, without any re^ 
ference to the expenses of culture, forms a branch 
of the pubUc revenue of many of the Asiatic 
states ; and a similar tax, knoii^ by the name 
of tithe, has been very generally appropriated, 
in modern Europe, to the support of the clergy^ 
This contribution, introduced duiii^ the age of 
superstition, in conformity to a custom esttfblisb. 
ed imojig the Jews, has been zealoudy defended 
by the church ; and even in these enlightened 
times, a divine right is sometimes* asserted to the 
continuance of the most iniquitouer imposition 
that ever was invented by rapacity, or submitted 
to l3m>ugh igmnrance^ Such, indeed, is the in-< 
ftuence of the clergy, such the destructive con^ 
sequencer of the famed alliance between church 
and state, that in England, it may yet be many 
years before any administration have the bold-^ 
ness to modify, far less to abolish, the tithe ^ 
and the attempt, if made in a rash or inconside* 
rate manner, might probably occasion civil con^ 
vulsions. 
\ roh. III. c 



If the tithe be levied as part of the public 
venue, it must occasion a most enormous expeDse 
in the collection aud maAagementi When every 
farmer is endeavouring to cheat, even a multi- 
tttde of officers cannot preve0t innumerable 
frauds ; and if so great a quantity of produce is 
to be received and sold for the public account, 
or. a 8peci6c burgain is annually to be made With 
rfegvd to the crop pf each particular fidd# tbi^ 
loss by ignorance, carelessness, wast^ and pecu* 
htioD, must, be enormousn Less perhaps will 
i^each the tr^sury, in pFop<Mrti<m to what has beeo 
levied from the people, by this, than by any other 

Ikttown mode of taKation* 

. But if the tithe be assigned for the mainte» 
teUce of the religious establishment, the difficCiI^ 
ty oi levying |it disappears. By its being distri^ 
buted and paroeUed out among- the deigym^ti 
who officiate, or ought to officiate, in the several 
parifiSies, a sufficient number of revenue officers, 
ijpmediately interested in the produce of the tax, 
maybeprocured und« another name, and without 
any addittcmal expense to the state. It is true^ 
that these revenue officers, like all others, are apt 
to beoo!^e unpopular. In whatever way the 
tithe ultimately aflfects the rent, it is the interest 
of the farma*, in each particular year, to pay as 
little as he can, and that of the parson to make 
him pay as much. Dilutes and quarrels, in such 
circumstances, must frequently arise: those wha 



yf&e aEreftOt; tio ht the oottdfiKtets of tbe poor vnSL 
.ife ranked <tritb their oj^prMsort; mutual dislike 
will spraig >ip between the poMic itistraetec9 and 
tihoK ^rhom it is.their duty to imtnict; and the 
chi^ hen<sit8 «:i:pected from a natkmal ertabUsh- 
4^ntwiabe4aqpatred,afiiot4d!togetherk)9t. Such 
^uaideratioM are diar^arded* Hiei tithe liaea 
ma the iogenujly and indnstiy of the peasants, on 
idle progress ef agricultural knowledge^ and the 
general hvprovement of the country : and the 
church, hj^Qomiiig opulent, is considered as flou- 
rishing^ even wbUe ^e clergy are obliged to re- 
linquish pairt of thek legal rights^ or, by losing 
the reup^ aad love lof thcM: parishioners^ to see 
the numbers ai dissenters daily increase. 

At the flrstiinstitutkin of the tithe k witt be the 
most 4it^i9t of aU taxes. After the expky of eox^ 
rent leases (during.whi<^ it would be a grievous 
oppression on tte &rmer,) hke other lamlftaxes^ 
it falls eutirdy, or almost entirely, onthelandhold'- 
er ; for as the wages and profits of farming must 
be proportioned to other wages and profits, the e^- 
timated amount of the tax wiU foe deducted fiom 
the future rent. The proportion, however, which 
the rent bears to the whole produce is very vari*- 
ous ; the kbour and capital employed on poor 
soils may be as great, and frequently are greater, 
than what is required for the culture of the rich- 
est lands ; but as the total produce n very difier- 
ent, in the one, a small, in the other, a large 
portion of the average produce will remain as the 
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landlcnd'srent, after defraying the fariner's profit, 
and all the charges of cultivation. To levy from 
the proprietor a tenth part of that produce, which, 
as it replaces the annual outlay, forms no part of 
•his income, is to tax him for what he does not 
.possess, and to make him contribute, not in pro- 
portion to his wealth compared to that of other 
landholders, but according to the natural po- 
verty of his lands. If we should suppose the ex- 
penses and profits of farming to amount to 7L an 
iu:re, and the average produce of one estate to 
be 81., of another I3l. an acre; the rent of the 
first, or what remains after defraying the farming 
charges, will be ll., that of the other, 5h per 
acre. But the tithe being levied on the gross 
produce, will be equal to l6s. on the former, and 
•348. on the latter. The proprietor of the poor 
lands will pay 16s. of his ll., or 80 per cent, of 
his nett rent ; while the proprietor of the rich 
lands will be taxed only in 24s. of his 5l. that is, 
only 84 per cent of his free income. The value 
of their respective estates will be diminished in 
the same proportion* Supposing each to have 
been wortii lOOOL, the one, immediately after 
the imposition of the tithe, will sell for 760l. 
while the marketable value of the other wiU be 
reduced to 20(A. 

After, indeed, the tithe has been long esta* 
blished, this inequality, like those proceeding 
firom unfair permanent valuations, gradually dis- 
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appears ; and recent proprietors^ who have paid 
th^ price only of that prt of the rent which is 
not swallowed up by the tithe, although, the 
lands around them should be less heavily bur- 
dened, have no longer any cause of complaint. 
^ But though the injustice originally produced 
by the tkhe is gradually lessened, the otter evils 
occasioned by it are in no respect mitigated by 
time. In discouraging improvements carried on 
by the proprietors, the tithe operates exactly like 
a tax on real rents uncorrected by any previous 
valuation of the land ; and, although it holds 
out no inducement to the practice of exacting 
fines, it is probably still more adverse to those 
improvements carried on by tenants. A tax od 
real rents does not afiect the farmer during the 
currency of his lease, but leaves him the whole 
of his increased produce to repay his improve- 
ments. The tithe, on the other hand, attaches 
to eveiy additional produce the instant it comes 
into existence, diverts into other channels those 
returns, which, had they not been intercepted, 
would have replaced the capital expended on 
the land, and by thus prolonging the term of re* 
imburseibent, produces a necessity of longer 
leases. At the same time, it discourages the 
granting of such leases, by diminishing the ad- 
vantages, which, at their expiry, would accrue 
to the proprietors, in the improved condition of 
their estates. It may, therefore, be viewed nearly 
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as a direct prohihition on the cidtifa^9 oCaiioli 
lands^ as, from formef ne^ect^ the original f^r 
verty of the soil* or the want of pro[ier dritm 
apd inclo9ure9» cannot be rendered profitable 
without considerable advances. 

|i^or ia this all. By preventing the fanner from 
l^bouriiig hjfl grouses in the aiMt complete man* 
ner, and from raising the most productive» Which 
are usually the most expensive^ cropa^ the tithe 
is no leas prejudicial to ordinary cutkure than to 
permanent imptotvement It ia evid^xtly the iur 
^est of a tenant whose f cfnt is dte^ tp employ 
n)0re moQey in the annual culture, whenever he 
ican ' draw an adequate profit on the additional 
atock. If, by altering hia system of fanning, by 
ploughing more thoroughly, by manudQg in a 
better ntftnner, or substituting a'di&rent succea- 
sion of cropflk he can raise more com in prqpor^ 
tion to the capital employed, h6 will natunlly 
prefer that system of managemeiit, which, though 
more ^pensive, is ultiqiately most beneficiaL 
3ut that the more expensive system should be 
the most profitaUe, it is requi^te that the gross 
annual produce should be considerably increased ; 
and if the tax, being levied ott this gross producet 
is also to. be raised* the most approved system oS 
ddture, in order to be advantisigeous to the fiMT- 
mer, must not only yield a reasonable profit on 
the outlay* but likewise an additional produce 
equivalent to the increaw of the tax. 
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' Let US suppose that a fann,. let for lOOh a 
year, requires an annual ouUay, deluding th« 
wages of tbe tenant and his fa(nily» to the anotint 
of SCX^., and yields crops wmth 5QQL The tithe 
on this farm will he 50L, and th«e wiU ffemajjd 
to the farctier other 5(A. after paying his rent and 
replacing his fanning stock* ' This 501. of profit 
is equal to lOi per cent* pa Ithe SOOL which he 
had employed in cultivation, hh such drcum^ 
stances, it would be hiis interest to employ an ad« 
ditionat sum in farming, if, by so doing, he could 
draw from it the same profit as from the rest of 
his stocks 

If we were now to suppose the tithe repeal- 
ed, it is plain that his rentf on the expiry of his 
lease, would be raised 501/ a year ; tnit t^is, like 
tbe rest of the rent, would be a fixed sum not lo 
be affiscted by the adoption of a superior style ctf 
culture. Whenever, therefore, he found that by 
employing 400I. in place of SOOL, he could raise 
the gross produce firom 500L to 6I16L I5s«, he 
would endeavour either to save or to borrow the 
additional sum required for a superior style ot 
cultivation. 

But, by the operation of the tijkhe, the new 
produce of 1 161. 15%. is reduced to about 1051^ 
leaving him only 3 in place of 1 6f per cettt on 
his increased stock. In order tiiat he should de- 
'rive the same profit from his newaafiXMn his old 
capital, in other words» in order that he should 
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have any encouiagement to farm in Back a stylt 
as required an additional lOOL of annual outbyt 
it would be requisite that, by so doing, his gross 
produce should be increased by 1991. ids., that 
is, about ) 3 per cent, more than would have been 
necessary had no tax been levied on the increa- 
sed produce of the lands* 

It is even possible, where tithes are exacted, 
that the style of culture may degenerate in the 
midst of riches and an increasing population. 
Although by restricting the annual outlay to 
SOOL the produce should be reduced from 500L 
to 375l., it will be for the interest of the fanner 
to ad(^t this inferior style of managing his lands. 
His tithe being reduced to 371. lOs., there will 
remain, afler paying his rent of lOOl. and repla- 
cing his outlay, 37l« 10s. of profit, which, on his 
decreased stock of 200l., is equal to 1 Si per cent, 
ill place of l6i per cent which he had been ac 
customed to receive. 

Had there been no tithe, the restriction of his 
outlay would have been very disadvantageous; 
In such a case, his fixed rent would have been 
150l. a year, and when this sum and the 200l. 
of annual advances had been deducted from the 
S75l. of gross produce, he would have drawn on* 
ly 251. or I2i per cent, on the reduced capital 
which he had employed. The same destructive 
parsimony, which ought to have reduced his pro- 
fits from 16# to l2i per cent., may, by the opera- 
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tien of the tax, raise them to 1 8i per cent., and 
tiius a direct premiam equal to 6i per cent is 
bestowed on a mode of culture which diminishes 
the annual produce of the land. Such a pre- 
mium must discourage the progress, and may 
even occasion the decline^ of agriculture ; while 
it will often prove an efiectual bar to the raising 
d expensive crops, even though they may be so 
adapted to the soil, as to promise important ad* 
vantages to the proprietor, the farmer, and the 
nation* 

This tax may, in a great measure, account for 
the stationary condition of agriculture in many 
parts of Ei^land, notwithstanding the' general 
djHilence of the inhabitants, and the excellence 
of the soil and chmate ; while Scotland, a coun-* 
try in every respect inferior, but free from the 
oppression of tithes, is daily making the most 
astonishing advances. It is here that the £ng* 
lish* landholders will find the chief cause of the 
depression pf their rents below those of the north* 
em part of the island ; a depression not merely 
equal to the amount of the tithe, but also pro* 
portioned to the inferior style of agriculture 
which it powerfully tends to introduce and per- 
petuate. 

It has usually been argued that the tithe, as 
it falls altogether on the rent, and has been com- 
pensated to the proprietor in the cheapness of 
the land, can be no oppression on any dass of 
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the inhabitants ; and conaequentlyliiat the 
plaints of farmers are witboiii foundation* lUs 
opinion is far from being correct. The fanner 
is aggrieved by being prevrated from laying qb^ 
advantageoudyt under his own eye, whatever he 
may have saved from his annual inoome, as well 
as what his known industry asid prudence may 
enable him to borrow from his friends. Tbou^ 
nothing be actually taken from him« he is depri-i 
ved of all which the law prevents him from ac» 
quiring. But if he possess unusual skill, Aes^ 
terity, or assiduity, he has alsQ to compliun of 
being directly taxed. Were all that he had to 
pay fixed like the rent, the whde advaoftage of | 

bis talents or acquirements would remain with 
himself. But when the tithe is established, 
the benefit derivied from superior industry of 
ingenuity, must be shared with a set of strangers 
who have contributed in no respect whatever to 
tlie increased production of the land. Indolence 
is so common a failing of mankind, and the pro* 
pensity to fcdlow in the beaten track is, in pajrti* 
cular, so prevalent among the peasantry, that it 
might be wise policy in a nation, desirous of en« 
couraging the most useful employment of her 
capital and labour, to bestow premiums on agri- 
cultural enterprise and discovery ; but in [dace 
of such encouragements, the fanner finds a part 
of the natural reward of his ingennity* his expe- 
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rittoe^ and his nikB, intercepted by thif moil 
onjust and impolitic tax. 
' It is imposskile to review those numerous m4 
destructive eviiU wiiieb seem inseparable frooi 
the tithei without rejecting aHogetber tM^ mode 
of providing a revenue, whether for the state, or 
for that religion which the state has thought pro* 
per to adopt. But when this contribution has 
been long established, and the landholders have 
purchased their estates at a proportional under- 
value, it would be unjust to the rest of the na> 
tion to abrogate it, without substituting some 
other burden affecting exclusively the proprie- 
tors of land. Landholders have indeed a claim 
to be relieved from every disadvantage which is 
not beneficial to the rest of the people, and still 
more from what is necessarily adverse to national 
improvement. But all that they are justly enti- 
tled to would be effected, by converting the tithe 
into a permanent land-tax on each ^i^Mate, ac- 
cording to the average rate at which it was 
chargeable during the last ten years ; jmd, in or- 
der that this tax might not vary according to 
fluctuations in the value of the currency, it might 
be fixed at a certain quantity of corn to be an- 
nually converted into money, at the ordinary 
market price. We should thus be freed from the 
numerous evils attendant on tithes, without al- 
tering the relative wealth of individual^ or de- 
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priviog the nation of a revenue^ which, acQord- 
ing as a religious establishment may be thought 
beneficial or usdess, might be assigned for the 
maintenance of a regular clergy, or made appli- 
table, to the other purposes of the state* 
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Of Taxes on Interest qfMamy^ 

Ik every country in ivfaich capital has been ac- 
cumulated, some people will be found, Who^ in 
place of employing their stocks tiiemsdves, are 
inclined to lend them to others, being content 
to receive a smaller annual revenue in return for 
elcemption from risk. In such countries, there 
will also be found two descriptions of people in- 
clined to give an annual compensation for the 
^ise of capitaL 1st, Those who, spending more 
than their annual income, prefer the contraction 
of debt to the disposal of their lands ; and, 2dly, 
merchants who are willing to give a premium for 
the use of capital, that is, to divide their profits 
with the capitalist, rather than be prevented by 
the want of funds, from availing themselves of 
advantages in other respects within their reach. 
The iirst class of borrowers, in a commercial 
country, bears a very small proportion to the se* 
cond ; and on this account, the rate of interest 
which they find it necessary to pay, making al- 
lowance for their ignorance and carelessness, as 
well as for the nature and value of the securitv 
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which they have to offer» is very mudi r^ulated 
by that which is paid by what may be character- 
ised as the industrioQS class of debtors. 

The great inducement to borrowing being 
thus the profit that may be expected from the 
employment of capital, whatever affects the or- 
dinary rate of pno&U muA, in a similar manner, 
aflfect the ordinary rate of interest. If, by any 
means, profits should rtse» more people will im- 
mediately become desirous of borrowing money 
which can be so advantageously employed, and 
this increaile 6f demand will be attended, as usual, 
by •n increase of price. If profits should fall, 
fewer will wish to borrow funds, of which the 
returns are diminished, and the rate of interest 
will decline. 

lliese consequences, indeed, will not immedi- 
ately follow from a sudden or temporary fluctua- 
tion of profit Very high profits, the eflfect of 
an extraordinary demand for the rude or manor 
factured produce of a nation, may so speedily 
allure new adventurers, as to increase very sud- 
denly the demand for capital, and raise the 
rate of interest even more rapidly than the rate 
of profit has advanced. But in opposite circum- 
stances, the first effect of a sudden diminution 
of profits on interest will sometimes be very dif- 
ferent from what we should be led to expect 
Adventurers, unfortunate in one year, will hope 
to be more successful in the next In place of 
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ooBtmctnig tiidr tuade^ they>ill endeavour to 
CQiitinue» or even to ttlaige it. And having lost 
fwrt of their own capital, they will wdeavour to 
repfaice the deficiency by that of others* The 
demand for stock may consequently be increa- 
sed for some time by unsuccessftd trade ; bat 
this effect will be transient, and whenever the 
immediate pressure ob merchants is moderated^ 
the rate of interest wiU again be r^ulated by 
that of profits. 

. In the same manner, a very unusual expendi- 
ture, such as that occasicmed by war, will, for 
a time, enhance the rate of interest, even though 
that of mercanltile profit has declined* Those 
who have engaged in speculatioxis to be carried 
on in part by loans, must raise the requisite 
funds whatever may be the esipense; others feel 
an unwillingness to circumscribe their trader 
on account of vihat they deem a temporary pr^s* 
sure; and from those circumstances^ while no* 
thing has occurred to enlarge the ^pital of the 
country, the new demand from government is at 
first altogether an addition to the usual demand 
for mercantile stock* Such a rise of the rate of 
interest must, however, be temporary. If pro- 
fits do not advance, merchants will gradually 
contract their business, and the demand will 
again be farought down more nearly to the sup- 
ply. If the ordinary proportion be not altoge- 
ther re^'Cstablished, it must be owing, partly to 
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war opening branches of trade, in which, thoi^b 
the risk is considerable, the profits are very high^ 
but principally to the progressive public expend- 
iture, by which the demand from government 
advances faster, than the trade of the country is 
circumscribed. 

It will follow from these observations^ that 
taxes on interest of money, like taxes on land, 
fall ultimately on the proprietors of that species 
of property which is taxed. The interest of mo- 
ney is analogous to the rent of land* It is that 
part of the annual returns, which, remaining af- 
ter frilly indemnifying the risks of the trade, and 
paying the ordinary profit on those risks, the 
merchant is willing to surrender to the capitalist, 
rather than relinquish the use of the stock. As a 
tax on interest could neither increase the gross 
profits of trade, nor diminish its risks, it could 
have no efiect whatever on that portion of the 
returns, by which the merchant is induced to 
continue his trade, but must be a deduction from 
the residue, which belongs to the proprietor of 
the stock. Such a tax must have an efiect on 
the rate of interest precisely the same with a di* 
minution of gross profit to an equal extent. 

The exception, where the rate of interest, not- 
withstanding the injustice and inexpediency of 

such a regulation, * continues to be limited by 

-• > 

* See Bentham*8 Defence o£ Usury. 
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hw, is njdre apparent than real. If the legal be 
equal to the market rate^ or superior to it, tjxe 
regulation is evidently of no e£Eect But should 
the limit be under the rate of interest which a 
free competition would fix,, it must be allowed 
that the tax would fall on the borrower, who 
would still procure at an under-value the capital 
for which he had occasion. In such circumstan- 
€es» what may be considered as a tax, is at all 
times levied from capitalists, by those to whom 
their money is lent; and there would be no 
injustice in applying this tax to the public ser* 
vice. 

The market rate of interest, however, is so 
fluctuating, that a tax imposed with this view 
might soon become a real charge on the capi* 
talist. In England, under the present law of 
usury, were it not for frequent and expensivcf, 
wars, this would probably be permanently the 
case } for during the peace that succeeded the 
American war, money could easily be borrowed 
on good security at 44, and even 4 per cenU. 
That Ae market rate of interest has since risen^ 
perhaps very generally to 6, and sometimes to 7* 
per cent, seems to be proved by the low price 
At which annuities and rent charges have been 
sold.* But this being the ccmsequence of the . 

• Feu duties or rent charges, which, in 1791, were worth, 
m Scotland, from twenty-two to twenty-6ve years purchase, 

« 
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ehonnovB expenditure c( the war, may be es^ 
- pected to cease on the return of peace* 

The very same objection, therefore, applies Up 
a tax on interest of money (unless the rate of 
interest be unjustly depressed by law) as to a tax 
«on land. It throws the public burdens, whick 
ought to affect all classes of the community ia 
proportion to their respective abilities, entirelj 
jon one description of citizens. It oppresses <:sl^ 
pitalists to the complete exemption of landhold* 
ers, burners, and of all those merchants and ma^* 
au&cturers, who are in reality capitalists, though, 
by employing their stock under their own direo* 
tion, they receive both the interest of the capi- 
talist, and the profits of the trader. It would be 
difficult to assign any good reason for subjecting 
those who wished to retire from trade, or whose 
youth or old age incapacitated them from enga- 
ging in it, to more severe privations than the 
rest of the community j yet such is the unavoid- 
able consequence of all taxes on the interest of 
money. 

« When a land-tax is to be imposed, there may, 
indeed, be less injustice in accompanying it by 
a tax on interest, than in imposing it alone. 
By this, means, the burden would be diffused 
over a greater number, and would press less se- 
verely upon each. Although the farmer, manu« 

h^e been sold unce tbal time, as low as at fifteen years pur. 
chase ; aod the price of aniHikies has decfined m a still great- 
er proportion^— 1813. 
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fteturer» and merchant, were still exempted, the 
landholder woidd be relieved, in as far as the cai* 
pitalist was obliged to contribute to a tax, which 
would otherwise have been demanded from him 
alone* But though the pressure on each indivi- 
dual should be somewhat mitigated, the charac- 
ter of injustice cannot be removed by subjecting 
a greater number to its effects. 
• A tax on interest of money, if imposed at 
the same time with a land-tax, would in a great 
measure prevent that degradation of the value of 
estates, which has been shown to bear so hard 
upon the present proprietors. The value of 
land, no doubt, depends on the relative advan- 
tages which it possesses, in comparison with all 
other modes in which proper^ can be vested; 
but in this comparison, land is more directly, 
and more frequently, opposed to money lent at 
inter^t, than to any other description of capital. 
He who has saved money from his aifnual rents, 
or who has returned to his own countiy with i^ 
fortune acquired abroad, seldom states any com- 
parison between the advantages of purchasing 
land, or. engaging in commercial adventures. 
Neither does the merchant, while he feels confix 
dence in his own industry, knowledge, and good 
fortune, think of relinquishing that trade for 
which his habits have adapted him, in order to 
vest his capital in a more secure, though less 
profitable, manner. As he grows old, however. 
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be becomes more indolent, and as bebecomaa' 
rich, his iears of losing what he has already ac-- 
quired overcome his desire of greater opulence. 
He at last jresolres to secure that ease and inde- 
pendence, vhich he has bought with toil and. 
cares ; and, like other capitalists, he sets himsdf 
to consider c^ the best manner of placing his 
wealth, so as to yield him an annual revenue** 
Two ways of accomplishing this present them- 
« selves y either to purchase land, or to lend the 
capital at interest. The first adds most to hts 
consequence, and promises a rise of revenue ac- 
cording to the prosperity of the country ; the 
othef gives ^a greater immediate income ; and 
the general estimation of these opposite advan-^ 
tages fixes the price of land as compared with) 
money. If a tax be laid exclusively on one of 
diose modes of investing wealth, the other will 
naturally be preferred, until a new relative vidue^ 
according to the free incomes which they re- 
spectively yield, be again established. But, if the 
revenue derived firom both be equally taxed,; 
their relative advantages will be unchanged, and 
the moneyoprice of land will consequently un- 
dergo no alteration. Both, indeed, will be some*- 
what depreciated in comparison with stock em-* 
ployed l^ its proprietor, in agriculture or trade, 
and this circumstance may induce a firmer or 
merchant to continue his exertions longer tiianr 
he otherwise would have done : but whenever 
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^ has reaobred to secure part i^his acquisittons^ 
and to ei\joy leisure and ease, the tasi can no 
way affect his cboiQe Of tbe m^nietr 01 which he 
might be indUned to place his n^ealth* . 

Atax0n interest, accompai^ng:.ai^iid-tax» 
would thus remove^ in a great degree, .one of 
the olgections to the jiatter. The exchangeable 
value of lands would undergo much less depre^ 
ciation, and the proprietor who found it neces« 
9BTy to sell, would no longer be forced ito pay 
the tax for ever, in the reduction of the price of 
his estate. 

But that the one tax should tl^us pperate as a 
corrective of the injustice of the. other, it is ne-» 
cessary that they should be imposed together^ 
Nothing could be .more unjust,, t{ian, by a new 
tax on interest of money, tp endeavour to ba- 
lance a land-tax which has existed for a lengtli of 
time. Tlie hardship of the latter is now past 
and forgotten, and it could be no compensation 
to the original sufferers to raise the relative value 
of lands no longer in their possession, and to 
add to the wealth of those, who, in the cheap* 
ness of their purchases, retained a full equiva* 
lent for the amount of the tax. 

If, however, in particular circumstances, a 
tax on interest of money may not be very unjust, 
it can scarcely ever be expedient, its direct ten* 
dency being to diminish the proactive capital 
of the nation. Ita operaticw isi in this respect* 
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veiy different from that cf a land«tax. Lamf^ 
from its nature, is stationary : it may change its 
proprietor ; the capital of one person may be 
vested in it to-day, and of another to-morrow ; 
but its quantity must remain unaltered, and, un- 
less the tax absorb more than the whole of the 
rents, even its productive powers undiminished* 
Circulating capital, on the other hand, confined 
to no place, seeks that countiy where it yields 
the most ample revenue to its proprietor, and 
may usually be transferred, if not without some 
inconvenience, without much direct loss. Most 
people, indeed, prefer lending their money in 
their own neighbourhood, where they can watch 
every alteration of the securities, to sending it 
to a distance } and rich capitalists are not very 
prone to emigrate with their wealth. Yet these 
considerations may be outweighed by greater 
profit, as was proved by the Dutch lending large- 
ly to almost every foreign state. A tax, which 
falls ultimately on capitalists in proportion to 
their revenues, and on capitalists alone, is pre- 
cisely the same with a general reduction of the 
interest of money, and therefore such a tax is a 
direct bounty on the exportation of mercantile 
0tock. 

Even if the tax should be too moderate to oc- 
casion any considerable exportation of capital, it 
Biay be quite sufficient to prevent foreign wealth 
fimn flowinir into the country. Hie inhabitants 
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of several parts of Europe, either dissatisfied with* 
the rate of interest, or distrustful of the security 
which can be procured at home, are accustomed 
to lend largely to foreign merchants, or to fo-^ 
r^ga states. Having no predilection for ^ny 
particular country, they have only to enquire 
nvhere, at die least risk, they can command the 
greatest revenue from their wealth ; and on this 
subject, individuals, according as profit or secu- 
rity are their chief objects, mH come to dififerent 
conclusions. A tax on interest, without adding 
any thing to the security, reduces the annual re- 
turns of capital, and thus diminishes the relative 
advantages of lending to the country by which 
it is imposed. In every case, it must operate a^ 
a discouragement to the remittance of money t6 
be lent at interest, and, if the tax be high, it 
will entirely banish that foreign -capital, which 1% 
equally efiectual with domestic wealth,- in pro- 
moting the industry and extending the com- 
merce of the nation. Had the property-tax df 
Britain been levied on interest payable to those 
who reside abroad, it is not improbable that a 
great part of the foreign wealth now vested in 
the British ftinds, or lent on the security of Bri- 
tish subjects, would have been speedily recalled. 
A tax on interest, by thus occasioning the export- 
ation of capital, or discouraging the influx of 
foreign wealth, tends to diminish *the funds by 
V^hicb industry is maintained, to redupe the ag^ 
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gr^ate profit of the land and labour, and cons&> 
quently to exhaust the vigour of the state. Its 
effects are precisely similar to those which at^ 
tend such taxes as directly consume the capital 
of the nation ; and, unjust as a land-tax may be» 
it is probably better, even for the landholderst 
to submit to the grievance, than to seek redress 
by a measure which, in as far as it is made pro* 
ductive of public revenue, must impoverish the 
countiy, and, by doing so, lower the value of 
thek estates. 

Considerable difficulties, too, stand in the way 
of this being rendered an efficient branch of 
public revenue. The most obvious mode of le- 
vying it is by a public register of loans, atad it 
must be confessed that this register, if it could 
be made effectual, would not only be unexcep*- 
tionable, but probably productive of important 
benefits. 

Such a register could occasion none of those 
evils which are inseparable from attempts to var 
lue mercantile stock and profits* It would nei- 
ther authorize a scrutiny into private affidrs, by 
which the secrets of trade might be divulged, 
nor lodge dangerous powers in the hands of pub- 
lic officers, nor induce any perscm, for the pur- 
poses of concealment, to add peijuiy to fraud. 
By furnishing a certain and permanent proof of 
the agreement, it would occasionally be useful 
to the capitidist by whom the tax was paid. ^ By 



giving publicity to the amount of that pai(t «f « 
pierchanjt's funds which consists of loans^ it wbUld 



also renderit more diflScultfor a rash projector 
engine in schemes of wh|ch the profits ar0 his 
own, while the loss that may jensue mu^t &U oifr 
his creditors^ The appean^nce of digagements far. 
beyond the reputed wealth and Ipiown loans of 
a trader would almost prove that he had recourse 
to expensive and dangerous expedients to sup* 
port his credit, and the alarm of his creditora 
would speedily foro^ him to moderate Ins ambif 
lion. While publicity would only fortiiy.aii4 
extend the confidence reposed in a prudent itief^ 
chant, it roi^t thus be a salutaiy isheck on rash 
j^d unbounded enterprise. 

There would occur; however, many difficultiea 

\a rendering such a register an effectual prevent 

tive of concealments and firaud. Aq obligation 

for borrowed money may be given either by 9 

bond which narrates the transacticKi, by a bill 

which promises to pay a certain sum on a sped* 

fied day, pr, where the parties have confidence 

in each other, by a common letter. It is only 

to the first of these that a raster is adapted* 

The inconvenience would be intolerablje of betog 

obliged to register loans, intended to continue 

for only a few days, and the. iDjjustice would be 

^ually intolerable of depriving the creditw o( 

b» claims, because that money which had hetn 

borrowed for a short tim^ and in a somewhat iih 
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Ibnnal modey had not been punctually repaid. 
Neither could the term for which the loan waa 
originally made of itself ascertain whether or not a 
bond ought to have been granted and registered ; 
nor could the nature of the transaction furnish 
any rule of general application. Bills serve many 
purposes in commerce, besides being acknow- 
ledgements of a loan. They settle accounts so 
as to preclude farther discussion ; they fix the 
precise day on which a debt, whatever way ari- 
sing, is to be discharged, and from which, if un- 
paid, interest will be due ; they pass from hand 
to hand as acknowledgements of constituted 
debts, and enable merchants, by pledging them 
to their bankers, to enter into immediate posses* 
non of their funds. It is impossible to distinguish 
whether they have been granted for the settle- 
ment of mercantile transactions, or for a very 
temporary accommodation, or as an acknowledge- 
ment of a loan meant to last for years. Should 
we render them invalid without registration, 
when meant for the latter purpose, we should at 
once, from the difficulty of ascertaining their real 
origin, stop their circulation, and put an end to 
their use in commerce. Should we, on the other 
hand, force all bills to be registered and taxed,' 
we should impose a duty of a very different kind 
from that which we are now examining, a tax on 
every sale of commodities except for cash. The 
tasolveney of the debtor seems to be the only oc- 
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caskm oq which the origin of a bill could at all 
be investigated ; but in contemplation of the 
possibility^ of tbk occurrence^ fictitious transact 
tions would be entered into, or the bill would be 
renewed at ^ort dates, with occasional intemip- 
tions, and sometiities with a change of names, so 
as to take from the transaction every appearance 
of a permanent loan. The tax, therefore, could 
scarcely reach money lent on bills or letters of 
acknowledgment, and where there was mutual 
confidence, these would become the most conn 
mon obligations for personal debts. 

If loans on personal security could evade the 
duty, the whde operation of a tax on interest of 
money would be altered ; in place of filing on 
the capitalist, it would ultimately be paid by the 
borrower. In a country where up legal limita* 
ti<m of interest existed, the terms of each loan 
would be settied between the parties according 
to the risk incurred by the lender } and he who 
offered complete seciu*ity on a valuable estate 
would borrow somewhat cheaper, than another 
from whose imprudence or misfortunes ultimate 
loss might possibly ensue. Even with a law of 
usury, good security renders it mucli easier to 
borrow, and this facility is no slight advantage 
in enabling the debtor to come under engage- 
ments likely to continue for a length of time, as 
well as in freeing him from solicitude of mind. 
Were a tax, however, to be levied from money 
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lent on landed securit/, wi&out reaching perscm. 
al debts, all those advantages would be diminiah. 
ed. The capitalist would no IcHiger make the 
same deduction from the rate of interest wbidi 
he demanded, part of this deduction being made 
by the tax i nor vould he so certainly prefer 
safety which he was obliged to purchase by the 
diminution of his income. . Borrowers on mert* 
gage, in order to enjoy the same advantages in 
the money market which they now possess, would 
be forced, either directly or indirectly, to take 
the tax upon themselves ; and thus a partial tax 
<m interest would fail in relieving the landtudd- 
ers irom the e^cts of a land-tax, or rather it 
would a£ford this reUef torich proprietors, at the 
expense of such as were in debt By doing st^ 
it would prevent those frmn purctnsing estates 
who were obliged to borrow part of the purchase- 
Wfmey, and, by diminishing the competition of 
buyers, it would in some degree reduce the price 
of land. 

In England, there is not property any tax cm 
interest of money; but there is what, were it not 
fiu-the lowness of the duty, would be equivalent 
to such a tax. The paper or parchment, on 
which bonds and mortgages are written, must be 
stamped, and for this stamp about one per cent, 
on the amount of the obligati(H} is payable to go- 
vernment. This tax, except from its modera- 
tion, is very uqust, having no view to the en- 
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durance of the loan, and therefore fidling very 
heavily on such debtors, as, from unforeseen cir- 
cumstancesi have occasion to borrow for a short 
period, or become indebted to persons who may 
be induced, by their own convenience, speedily 
to recal their funds. From the same circum- 
stance of its moderation, it is ahnost always paid 
by the borrower. He who is in want of mopey 
is usually more solicitous than the lender to con- 
clude the bargain ; and in the pro^ct of imme^ 
diate accommodation, he cmisid^s'one per cent. 
of the capital Bum, not i^^ demandable during 
the- continuance of the loan, as unwoHliy of aC^ 
teiriion. Were the tax considerably higher,- the 
bonower, in agreeiDg for the tale of interest 
would take into account the duty accorcUng to 
the probaUe term of endurance of the loan} and 
the tax, as already exfdained, would M not on 
liim, but upon. the lender* 



CHAPTER IV. 

Of Direct Taxes on the Tran^erence ofProperig* 

.Whatbvee difficulties there may be in ascer- 
tuning the amount or value of property. iriiSe 
it continues in the possession of the same penoo» 
these difficulties are considerably diminished at 
the time that it passes ^m one propriety' to 
another. When it becomes necessary to raise a 
great puUic revenue, this ease and convenience 
are frequently looked upon as the best TQCXtca- 
mendations of a measure of finance ; and accord- 
ingly» transferences of prt^rty have been very 
generally rendered one of the principal resources 
aX the state. Several of the feudal incidents 
which, though now of little importance, were at 
one time among the chief supports of the power 
of the sovereign, belong to Uiis class of taxes ; 
and no inconsiderable portion of the revenue of 
many nations of Europe may still be ranlced un- 
der this general title. 

Transferences are of two kinds ; either from 
the dead to the living j or from one living per- 
son to another. Of the latter, it is only tnuifer- 
that have ever been considered as 
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subjects of taxation. This Chapter will accorcU 
ingly be divided into Two Sections ; the First 
treating of taxes on succession } the Second of 
such taxes on sales, asy not being recoverable 
from the purchaser, are, on that account, to be 
ranked with direct taxes on the seller. 



SECTION L 

Of Taxa on Sucumon. 

Taxes on succession seem to be recommend* 
cd by very important considerations. 

They are paid at a time of all others the most 
convenient to the contributor ; when they can oc* 
casion no impoverishment, but merely a slight 
diminution of newly^acquired wealth ; when the 
person taxed, after having yidded his contribu- 
tion to the state, remains richer than he was be« 
fore. A tax of this nature can scarcely be look« 
ed upon as a burden to any one. The deceased 
is gone where wealth is of no avail, and the entry 
of his heir into possession is deferred only for a 
short period, during which the rents of the pro* 
perty are appropriated to the state. There having 
been no precise time at which the successor had 
any good reason to eaqpect possession, the heir« 
in succeeding to untasted opulence, the legatee 
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m receiving a valuable donation, will scarcely 
complain that their new acquisiticm ia somewhat 
reddced» or that the peitod of tbdr possessioin, 
while it is rendered independent of every risk, ia 
somewhat retarded. 

Nor do there appear to be any very serious ob* 
jections to the investigations requisite for ascer- 
taining the value of each succession. To force 
a man to disclose the state of his private affiuxs 
during his life may be vexatious and unjust ; but 
when death has terminated his projects, when his 
superior skill, knowledge, and sagacity, can no 
longer avail him, there seems neither vexation nor 
injustice in enquiring into the real value of the 
property which he has left to his heirs. After 
this value has been ascertatned, nothing can he 
more easy than to Ibllow \diatever general rule 
may be Uiought most just, in proportioning the 
rate of the tax to the amount of the property de» 
volving to «ach of hia ai^ccesison. 

In these arguments^ by whicfa taxes on succes- 
sion may be recommended, there is undoubtedly 
much uei^bt ; but on more attentive considera** 
tion there wfll aho be found some fallacies. 

In many instances, a tax on succession may 
occasi6n little inconvenience ; but in other cases 
it must be attended with, greater: hardship, and 
produce more real distress^ than almost any other 
mode of supplying the pnUic wants. Qiildreii 
ate usually maintain^ fiom the pnqperty of their 



fiilfaery of .which» though they have no manage* 
inent, they may be considered as having a kind 
v£ possesion jointly with him. On his deatht 
the fiunily riches are for the most ptiTt diminish* 
ed. ' When he was possessed of an office or an*> 
noky, the reduction of the income is obvious $ 
but evai when there is no such direct defalk- 
cation, it very frequently happens that the per- 
aonal exertions of the h^ of the &mily, his ex- 
perience in conducting affidrs, and the credit 
founded on his character, had added much more 

to the yearly revenue, than his personal expenses 

consiuned. If his afiairs be intricate, his engage- ' 

ments extensive, or his children very young, this 

must be the case in a remarkable degree. At a 

time when the family is exposed to unavoidable 

losses and expenses, when the style of living must 

be reduced, and many indulgences dispensed with, 

it seems severe, unfeeling, and unjust, for the 

community to add to the distress, by levying. a 

tax on the diminished property which remains. 

Accordingly, in Holland, and till lately in Eng- 
land, the succession of descendants was exempt- 
ed from the tax ; and, in the latter country, tlie 

duly is still considerably less than what is levied 

on any other succession or bequest* 

This hardship is felt most severely in direct 
succession ; but it is not confined to it Occa- 

iionally, a person may have maintained not only | 

VOL. uu • 
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his chUdrenr M »U» bis p»refrff , l?y j^ u^^usp 
try. .On ^cco^t of the r^vetJiQn of inc^p^^ 
yi^Uch mmX follow bis d^ih, be w^l $nd it n^ 
oess^ry tp |i>^ue»tb to his pwrjeots a ipore dePr 
4ejr incomis th»n h^ could aflQ>r4 ^ b^esto^^r upc^ 
fh^m during bis life. At tfce yery mon&ent di9|; 
the cpmforM Qf jpld 9ge ^e ne<:e9s^ly abridged^ 
the Uw steps ifl wd c»mjB9 P^ p^rt of th^t w¥cb 
is left. Other jre)atiop9» too* f^Qd sometime pei;- 
Bonal friends, fin^ the lefwm t9 wbiph tb^y 8W> 
ceed, much inferipr tp the aiwutd bpwty (^ 
their benefactors and nwi ill aflS^rd, at the very 
time that they are impoverished by hi^ de^tht to 
lose any part of that last benefa^on whiph bp 
had left them by his will. 

Though usually paid with ease by the contri- 
butor, there are therefore ca$es» and those of fr$i- 
quent occurrence, io which a tax on succeasipp 
is peculiarly distr^sing ; nor dqe^ there seem |;p 
be any drcumttance on which such » general 
rule can be founded^ as might distinguish thcsp 
pases from others* and exempt th^m from the 
tax. 

In the same manner, though the di^eulties of 
valuing personal property, and in particular th:|t 
portion of it which b engaged in trade, may, in 
general, be less at the death of the pQS3e§sor» 
than during his li&, there are particiflar instances 
in which these difficulties will rather be in- 
creased* 
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Wden a merchant dies, his fortune, and usual- 
ty much more than his own fortune, is engaged 
in adventures, of which the issue maj be distant 
uid vneertain. Until the event of all these ad« 
ventures be ascertained, his books cailnot be fi- 
nally closed, nor the account of his capital deter- 
mined. During this interval, it might be inju- 
rious to his heir, and certainly would be disad- 
vantageous to the community, to keep the pro- 
perty idle and unproductive. The heir must, 
therefore, be immediately admitted to possession, 
and allowed to act, as if; from the time of his 
predecessor's death, he were sole proprietor. 
' He may render some of the depending specula- 
tions doubly productive by an advance from bis 
own funds ; he may modify, contract, or totally 
abandon others t in the course of a very short 
time, by activity and prudence, he may greatly 
increase the wealth to which he has succeeded, 
or he may greatly diminish it by indolence and 
folly. . How shall we now disentangle his aflairs 
from thode of bis predecessor? How shall we es- 
timate the effects of his labour, sagacity, and 
capital, or of his negligence and incapacity, on 
the ultimate amount of the taxable property ? If 
we allow the heir to make up this estimate, and 
tax himself, we open* a wide door to fraud and 
perjury; if we have recourse to that scrutiny 
which is the strongest objection to all direct as- 
sessments, we occasion vexation, and sometimes 

1 
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partiality and oppressioo, without much pro^ct 
[ of arriving at the truths While, on the one hand^ 
the amount of the tax holds out so powerfiil a 
temptation to fraud, and, on the other^ conceal- 
ment is so easy, and even detected error may be 
ascribed - to unintentional mistake, all such in- 
qoisitions must be more productive of bribes to 
the officers, than of revenue to the state. 

With respect to merchants engaged in copart- 
neries, a tax on succession, if it authorise any 
scrutiny into the company's affiiirs, must divulge 
the circumstances of the living, as well as of the 
dead# Although the heirs of a deceased part- 
ner are usually sufficiently inclined to conceal 
from the world the amount of their succession, 
and consequently the state of the company's 
trade, the exposure of the books to a stranger is 
thought so unpleasant, that few contracts are en- 
tered into, without an express clause, calculated 
to prevenl such: investigations* To give those 
privileges to a revenue officer, which are usually 
denied to the heir of a deceased partner, would 
not only be more disagreeable to the survivors, 
but would be more likely to divulge those cir* 
cumstances respecting the nature of the trade» 
the mode of conducting it, and its usual profits, 
which it might be most* desirable to conceal. 
Such an enquiry, though occurring more rarely, 
would be objectionable on the very same grounds 
with one intended to precede a general assess- 
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iMiit ; and as the sain to be levied, in conse- 
qaence of the enquiry, would probably be great* 
er, a more accurate investigation would be re« 
quisite to guard against frauds. 

It may be added, that if the tax were consi* 
derable, many expedients would be devised, by 
delivery during life^ on receiving a bond for the 
interest as an annuity, and by various forms of 
trust-deeds, to make what was really a legacy, 
appear a gift. These evasions would be particu- 
larly easy with xegard to personal property, and 
if they were generally resorted to, the succession 
tax would become a partial, and therefore an op- 
pressive, burden on land. 

The chief objection, however, to such taxes 
is, that they fall altogether on capital. To prove 
this, we shall suppose the tax to he six per cent 
of the succession, whether accruing to descend- 
ants, or to distant relations.* 

* In Holland, at the time Dr Smith pubh'shed, the tax on 
the succession of collaterals varied from five to thirty per cent., 
dn«ct successions being altogether exempted.** In England 
there is a tax on letters of administration and probatea of 
wiU^ which is levied according to a table contained in the act 
4>f parliament, and may be reckoned at about one per cent of 
the property, without deducting from tbeinventory of the pro- 
perty, the debts owing by the deceased. There is also a duty 
<in legacies, and on successioi^to personal property, amounting 
4o one per cent, in the case of direct descent, and from 2i- to 
il0|>er centy accordiog to the degree of consanguinity between 

• Wealth of Natiom, Book V. Chap. II. Part II. 

Appendts to ArU lit amd-fim ' 
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IvwI^SbCk acquires juit that soto Imi tbaa 
Ml keen poMcned by fais predeeewor ; and a» 
L pcnonal property is C M syio y ed, either by its 
iiyia 111, or l^ others fo tfbom it Is loit, in 
jncaltui^ miiufiuturefl^ or eommerc^ Ibere 
jas» 6 per cent, less tikat can be so en^ojed, 
lev the duty has been paid. Thus, 6 per cent, 
hich was formerly prodjidxre capita), havia^ 
!en ^ptied to the cnrrent expenses of the state, 
coastuned, and ceases to exist, exactly as it 
Duldhave done, had it formed k part of the ex- 
mditore of its proj^etor. 
It is equally true, though perhaps less obvU - 
IS, that a diminution of circulating capital must 
t the immediate consequence of a duty on the 
ccesston to lands. Where lands are worth thirty 
lars purchase, a tax of 6 per cent, on the vahie 
equal to about twenty-twomondis rents. Could 
e8uppose,that,during this period, the heir would 
Etke DO change in hisformer style of living in con- 
quence of the accession to his fortune, the rents 
>uld supply the expenses of the state in place 
those of tbe individual, and the capita of the 

t dceeaMd snd the colhterri, to irtioM tfio kgwy, tfr mtc 
mm, dewlves. When the tax on oollMemt riuccesifon was 
t propoaed in 1796, itmf meant to extend lo-eferr^Kdes 
iraalth ; but m strenuoua an oppontion aroae to tbe measors 
m the landed interest, that the minister Rnod it prndeni 
confine the duty to pcnoiul prt^erty, and the land of Bn- 
1 ia ttill exempted. 
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ebnntry would remain Entire. But tbis is a ^ro- 
^eedivrg which it were vam to eitpect From the 
aknoetit fhat he enten into possesdoft, the heir 
WiU oohtider himself tfs eiltifled fo live accord* 
ing ft) his new, not to hfs o1d| rank and fortune jf 
taid in order to dischar^ hin debt to the ptiblit^ 
he will either cbtftradt d^bc W an individual; tii 
dispose of p&d t^ tiM lands: In* either t&ti 
ftmds, that were fornti^fly &iip\tfftA §o as to tfr) 
produce themselves V^itii a pfOfit, mtist be wJth*^ 
drawn, directly bt indirectly, fpom sudi ero'ploy* 
Daents, ahd dielivered^ seb pur^hasfe-money, or ad 
tf loan, to on^ whose intentioff is to transfer theiA 
to government m ^a^nMlht of tfife taij. These 
fbnds no longer support any kind of pfotfu6tive 
industi'y, bot pass oV^ to the ex^nditure of th6 
year, and a portion of whiat was formerly cifcu^ 
lating capital is consequently constnhed-. 

But it may be thought that the tax carries 
in itself its owA corrective; that in j^rospect 
it enforces more rigid e6ofe6my, in Order to ac^ 
enmulate, not only ^ch a fort doe as a person 
may be desirous of bequeathing to his' fritods, 
but also a' further sum for the disehargje of the 
tax ; Or that a iVish tO be free from encumbran^ 
66s may be a motive tO ad(fiti6nal parsimony 
in the annusd expenditure Of the h6in Neither 
Of these exJ)ecta6oiis, it is to be feared, is war- 
ranted by experience. 
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The original motives to economy are, the ttew 
sire of providing against misfortmie, disease, and 
old age ; the wish of advancing in the worlds 
and of so educating and establishing a family as 
to enable the children to maintain at least the 
same rank with their father ; or a passion for fbat 
distinction, and splendour, and power, whidi 
accompany wealth. By long habit, th^ means be- 
come afterwards confounded with the end, titt 
at last he who is in no danger* |of want, who is 
destitute of children, and who is little solicitous 
of the respect or applause of mankind^ proceeds^ 
without smy reasonable object, in his accumula.^ 
tion» and derives a mean and sordid pleasure 
from the contemplation of his wealth. A tax 
which is to operate after death, has no tendency 
to invigorate any of those motives, except the 
desire of providing for children. It recommends 
no stricter economy, as a shield against misfor- 
tune, as a title to the respect of the world, or as 
the solace of insatiable avarice. It is, therefore, 
only the duty on direct succession which can 
have the slightest efifect in promoting frugality; 
and this branch of the tax, in place of being 
^asy and gentle in its operation, is perhaps the 
most cruel and distressing that has found admis- 
sion into the revenue laws of England. 

In the same manner, any effect which a tax 
on succession can have in recommending econo- 
my to the heir, must be exceedingly partial. lu 
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personal propertyi there is no such tendency 
whatever. A man who would otherwise have 
succei^ed to lOOL acquirea only 94l* ; but thero 
is nothing in the former sum to induce him to 
save as much, as is necessary to complete it. He 
looks on himself as 941. richer than before, and 
settles his future plans, both of trade and expense» 
according to this accession. The heir to an es« 
tate» likewise, if he sell off as much land as to 
pay his tax, has no additional motive to fhigali-* 
ty. In place of succeeding to an estate of 500l. 
a year, he considers himself as entering into po8p> 
session of one annually worth 4701* and he regu- 
lates his outlay without any reference to the 
property of his predecessor. 

It is only, therefore, to the heir of an estate 
who has borrowed the amount of the tax, that 
any new motive to economy is afforded. But 
the situation in which he is placed renders this 
economy almost impracticable. He succeeds to 
one who held Uie same lands without . this en« 
cumbrance j and he still considers himself, and 
is considered by others, as the proprietor of an 
estate of SOOL year ; although, having borrowed- 
900L to pay off the tax of 6 per cent, on the va* 
lue, his rental is reduced by the interest on the 
loan to 4551. Without considerable seIf-com« 
mand, he will be unable to confine his expenses 
within his income ; but to expect, that in such 
eircumstancesi he should also make provision 
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for the r0pii;fiiQieirt df the debt a dtcgeth(» lM>)»e-»' 
lesd. EvM 11^ t&e «dsiBbmce ef oompounA; iim 
«ered<, 5^L a fet^ wMI ttM elear off t&» iiicai*^ 
iMraoceiii Ittw thaA Itrel^yeiris* It k Mteiy iinw 
possible thflt any pimofi, froin tte nkere urteb of 
iMfldoiti^ the ei^iate entil'e afid oivefttbarrflsaedt 
shofBdd colite« hiMMf for so titaivjr yeam fo foikr<^ 
fttiis of bill lepated income ; and in tbe few 
cases ia wfaSob thl» ]May be acoomplished^ it is^ 
still more improbable thiat the mmthd accoakiAiM 
tioA» which would otherwise have taketif pbce itt 
the view of advandng in wealthy or profidiog 
for a family^ iriiottld also be carried oa. But iir 
as far as tbe parsiinony, promoted by the tax^ 
breaks in upon that which proceeds from other 
motives^ it does notfaiag towards restoring the 
national wealth. 

It would a^ear, then, that a dttty otf MMMa^ 
sion is paid in every case, not firom ei^penditiAe^ 
bot from capital } and that in veiy fbW insMiHies/ 
it hdds out atty additionid motive to the prao^ 
fice of econdmyv by which timt reduction of ca^ 
pital miKht be compensated. It beloi^s, there* 
fore, to Aie description of taxes which fidi une* 
qually onindividusls, and, exhausting the Vigfdir^ 
dry up the resources of the state. 
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Taxb8 on nle4 leeMdiikg to the tmCure of the 
propeftjr*. and al» td the ittMnei^ in #Mch they 
are levied^ fiU »iAcitii«ei9 tfa the ^^er, and soirie* 
timet OH' the pertcbttfl^f « In the fotmet case, be^ 
il^ pidd trittMrtit f eeburM oA any other persont 
they are direct trnteS-y in the latteif cas^» beings 
always refunded, until the subject comes to the 
ocmnimer^ who i» tber last |^iktehriief, they are in-» 
dtreet ttees^ 

. A ^uty le^ed oat ev^eyy ^e of moveable proi 
perty belongs te the ladt clasil. Such a duty couId( 
not affiset 4ll em|>1oy meAts of capitai equally. It 
vouM' be trifling on a businesrs in which the, re*» 
tunia are Acm^ and heayy on oiie in which, from 
diequiekocw cf the returiis, a> munber of succes* 
wte 9Bka are made dAri'Ag the year. A trader to 
the East Indies^ or South America may perhaps 
eflect sales to the amount of his capital once in 
two years } a small retailer who selb fi)r cash may 
dispose of goocKs tothe aitaount of his capital once 
a month ; the latter would Conlsequetifiy pay a 
tax in proportion to his stock and profits, twenly* 
fyat times heavier than the other. But by com- 
petition, all profits, allpwance being made for 
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risk, respectabilifyy and other circumstances uii« 
connected with taution, are reduced nearly to 
equality ; and if by taxation this natural propor- 
tion be disturbed, stock will be repelled from 
what have been rendered disadvantageous em- 
ployments, till the excess of the demand over the 
supply raise the profits in those branches, as much 
as they had been depressed by the operation of 
the tax. Such a duty on sales, therefore, belongs 
to the class of indirect taxes, being ultimately 
paid, not by the merchant from whom it is levied, 
but by his customers who have occasion for the 
goods,* 

But if the duty, in place of extending to every 
mode in which commodities can be. so^ld, is re- 
stricted to one c£ these modes, it changes its cha- 
racter, and becomes a direct tax on the seller. 
The commodity is not more valuable to the pur- 
chas^^f if acquired by one kind of bargain ^an 
by another, and will consequently bring no ad- 
vanced price. Neither, it may be said, is it less 
valuable to the seller ; but if it be disposed of in 
that particular manner which is liable to the tax, 
the seller must expect some advantage of another 
kind, which to him is an equivalent for the pay- 
ment of the duty. This equivalent is usually the 
greater rapidity of sale. 

* Taxn on tales of this deicriptioii will afterwards be coa- 
iidered. Ptot 11. Chap. OI. 
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' The duty or the sale of goods by auction, 
^hich in England amounts to one shilling in the 
pound, is of this nature. The goods are worth 
no more to the buyer on account of the manner 
in which they come into his poflsessicm, but the 
seller may sometimes jQnd it convenient ouiecefr- 
sary to submit to the tax, in order to get his 
commodities speedily exchanged for money. 
This he will do, if, intending to retire from bustp 
ness, he wishes to save the trouble and expense 
of gradually selling off his stock. In this case^ 
he receives an equivalent for the tax, and, as the 
transaction is perfectly optional, there does not 
appear to be any great hardship imposed upon 
him. But more frequently a sale by auction is 
forced upon a manufacturer or merchant by his 
necessities. Disappointed in his fundfr, and in 
danger of being harassed hy his creditors, he is 
obliged to have recourse to the most speedy mode 
of sale, even though disadvantageous in itself, 
and loaded with a duty. A tax thus tending to 
oppress the fallen, to add perhaps to unmerited 
distress, and, if it be to any considerable amount, 
to make a temporary difficult the fore-runner of 
ruin, is in the highest degree impolitic aiid cruel. 
A tax on the sale of lands difiers in this from 
a tax on the sale of commodities, that, in what- 
ever way it may be levied, it must always fall 
upon the seller. Such a tax can neither raise 
the rent of land, nor sink the ordinary rate of 



interert of money) nor make any iiSEBcencA in the 
iidvantageB which land posBesses over other pro« 

perty. l€ holdf out no inducement to a parcli»e 
fier beyond what exirta independ^iily of the tax, 

Uid consequently cafioot enhance the price. The 
tend w9i brmg only a^ertain sum of moiief, and. 
If part of this be laid hold of by the atate^ so 
much left will coiiie into the po<;ket oi the seli* 
er. The duty on the sale of lands is levied in 
England by a stamp on the principal deed, which 
amounts to about three-fourths per cent on the 
purchase^money ) but as there is a further tax 
on every 1080 words contsUned in that deed, and 
also other stamps on all subsidiary deeds, it may 
be reckoned at one, or pethaps one and a haU; 
per cent. Beddes this, there is a further duty 
on all lands sold by auction* 

Houses may, in this respect, be classed some-* 
times with commodities, but more frequently 
with lands. In a prosperous country, there must 
always be a demand for new houses, not only to 
replace those that fall into decay, but also to ac* 
' commodate the increasing numbers of the more 
wealthy citizens, as well as to bestow that addi- 
tional comfort on the lower classes, which is the 
consequence of national advancement In such 
circumstances, houses will be built for sale ; and 
as the builder's proit must be regulated by the 
ordinary rate of the country, any tax that is laid 



oa i^ traQf feren^ of the hmae to thie &9t pur^ 
cfmpr must eo^nnci^ the price. Were it liuo^ to 
do 30> t^ builder iirould efpploy l^is capita} ia 
§iome other yr^y^ yntil the general d/egifuad for 
hftus^ enabled Jiim to cleiu* a profit proportiop- 
f 4 to h)P ris)c apd pptjay* Jt is, howi?|^» oi^lr 
the ta:c 09 ](b^s ^f 1 39le that will be pa]4 by the 
pi^rGhaaer^ aivl thi^3 form part of the valopof tb? 
h^iise. Np si4)$e^]u^ sale sfietits l^jbie builder* 
yr^o may l^e consjkiere4 <&& bringing the cpomio^ 
4it^ to mar^ety m^cmf^ fartbw cl^pge of pwr 
prjf |;or« ftdd any thing jbp tl^e jAtrioflip yatue «^ 
tbp prope^f Th^ pnce of hoiiaes akeady built 
famt be eqtirply T^g^iis^ by th^t 9t wbich (hose 
building aj( the timi^ ca^ be 9<4d, and iin tit^s latter 
pr^ce l^eins enters oply the taiTon tb« ^ traps*- 
ference. * The duties on the jial? 4tf bffiuep are 
tl)e ^9ie in England wiltb those qn tbe aalQ of 
l^nds* In IloUaiid, alsoi befow the rev<^utiQn» 
ihp t^xes on tbe |raP3fer9iwe o( the two kinds 
qf property were equpl^ amounting to Si per 
cent, of the pitrchase-money* in whatever way 
tl>e 94l^ ¥fw effected. 

* In counUies wbicb are dediniti^i there cap ^ qo sudi 
trade as fhat of builder. Houses will be repaired as long as 
they will staad, and when ruinous, they will be allowed to re« 
main uninhabited. In such circumstances, the houses, like 
the cidtivated lands* may be iM»isic|cred as unsusceptible of 
dlfoinutipB while f^yield ^nyreiitiFbatever, aad consequent- 
ly their yalue cannot be increased by a tax upon the sale. 
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In considering the consequences likely to ti* 
suit &om direct taxes on sales, it is at once appa* 
Tent, that, if they diould be so heavy as to rendef 
evamon an object, such evasion could scarcely 
be checked. Hiere being no fixed value of any 
kind of property, the price narrated in the deed 
might be very difierent fifnn that which was ac- 
tually paid ; and, if the two parties kept their 
own secret, the fraud, though it might be sus- 
pected, could scarcely be proved. This &cility 
of evasicm may probably outweigh the cheapness 
of coUectioD, which seems to be the only advan- 
tage possessed by this branch of public revenue. 

It is a more important otgection to a tax on 
sales, that, in as far as it cannot be transferred to 
the consumer of 'the commodity, it is a direct 
charge on capital. 

If the merchant, who sells his goods by auC; 
tioD, receive S per cent less than their value, it 
is plain that be is S per cent, poorer in conse- 
quence of the tax i that he has just so much leas 
capital with which he can again purchase com- 
modities, or buy lands, or make loans to other 
traders. The sum so deducted from his capital 
forms no capital to any other person ; but, be- 
ing paid into the treasury, is immediately ex- 
pended. 

The same thing takes place in the sale of 
lands. The money paid by the purchaser, which 
-was formerly, in some shape, circulating capital^ 
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exceeds, by the amount of the tax, what, being 
f^^ceived by the seller, is afterwards to become 
hiA circulating capital : the differ ence goes to 
the public revenue, and forms a portion of what 
18 expended during the year. 

A similar defalcation of capitiil takes place 
at every sale of a house, after it has passed out 
of the hands of the builder ; and when it is con* 
aidered that a house is never purchased from the 
portion of wealth set apart for annual expendi- 
ture, but from that which was formerly capital, it 
will be acknowledged, that what takes money out 
of the pocket of the buyer, without putting it 
into that of the seller, must always diminish the 
capital of the country ; and, tiierefbre, that even 
the first ^e of a house, thougli the tax be a 
dharge against the purchaser, is no exception to 
the general rule. , 

Nothing, at the same time, can be more re- 
pugnant, than a tax on sales, to the great aim of 
a financiid system, the establishment of a rate of 
contribution proportioned to the abilities of the 
several citizens. It is not usually the rich, but 
the poor, who sell their houses and lands ; and 
consequently it is not the rich, but the poor, 
who are afiected by the tax. While a man can 
retain his house or estate, he pays nothing to 
government ; but the instant that misfortune or 
imprudence make it necessary ibr him to remove 
to an inferior habitation, or to part with lands, 

VOL. III. H 



] 14 OF DIUCT Ti^XS* ON TBK 

which, perhaps h^ve descended to hao firom m 
long line of ancestor^ that instant does ttie 
state iDterfere« nqt to mitigate his diatress but 
to iqcfcase his miseiy and accelerate his ruin. 

It is not merely the per centre on the money 
actually received b|y the seller, that, at such a 
time, he is called upon to pay ; for, before he 
resolves oo a sale, he will proI:tably have borrow- 
ed money on mortgage, in the vain hope of re- 
paying it, &om the profits of projected improve- 
Qients, or from the visionary fruits of an e^oaot- 
my, always proposed, but never executed. His 
free income being every year diminished, while 
his b^its, and the fear of losing his consequence 
in the country, lead him to postpone his re- 
trenchments, the evil day of sale will at last ar- 
rive. The tax, in (dace of s per cent on the 
price which he receives^ will perhaps amount to 
10 or 15 per cent, of the sum which remains af- 
ter clearing off his n^ortgages ; his reversioq will 
consequently be materially reduced, aqd that 
period of his life, when he is least able to bear 
any additional pressure, will be the period se* 
lected for subjecting him to a most grievous iiq- 
position i while ^ his mpre prudent or more for- 
tunate neighbours, are allowed to possess their 
estates untouched by the finger of tiie law. 

This stru^le to retain possession of an estate 
is, in itself, a public evil. A proprietor, whose 
a^irs are einbarrassed, can neither lay out ma. 
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nej on improvements himself, nor grant such 
leases as may encourage others to cultivate his 
lands. His first object will always be immedi^ 
ate income } and, in his eagerness for instant re- 
lief, he will often sacrifice the permanent inte- 
riests of his family. luferiority of culture will 
mark the boundaries of his estate, and the 
portion pf land in his possession yielding inade- 
quate returns, the aggregate income of the so- 
ciety will sufifer from his poverty. Thus, the tax 
not only consumes a portion of capital at the 
moment it is levied, but has a tendency, by post- 
poning sales, to obstruct the annual prodiictioa 
pf wealth for many previous years. 



CHAPTER V, 



Of Taxes on Inhabited Houses, 



SECTION I. 

General Oh9ervation$ on H<nise'Taxe$. 

* 

If a very heavy duty were to be suddenly im* 
posed on inhabited houses, its first operation 
would be to lower the rate of rents, and Qonse? 
quently to impoverish the proprietors. Each 
person proportioning his annual rent to his ordi- 
liary income, such a tax would induce many to 
remove to less elegant and expensive houses, 
than those which they had formerly inhabited. 
It does not indeed follow in all cases, that the 
parsimony, consequent on an increase of taxa-r 
tion, will immediately afiect the use of the parti- 
cular article that is taxed. The natural conse- 
quence of any new public burden is to set peo- 
ple to consider in what way its amount may be 
saved by the least sensible privation. On such i^ 
subject, different men will form di^rent conclu- 
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^ohs ; 8ome aJbandoning one luxury, some ano^ 
ther, and a still greater number limiting their 
consumption of several commodities. But a 
heavy tax on any article of expense naturally 
directs the attention more forcibly to it than to 
otherS) and unless it be of a nature very essen** 
tial to comfort, the first impulse is to limit the 
particular branch of expenditure which has been 
subjected to the duty. A tax of four shillings in 
the pound of rent, if suddenly imposed, would 
most probably induce many people to remove 
to smaller and cheaper houses, by which the ne- 
cessary economy would be attained more speedi- 
ly and more securely, than by a number of gra- 
dual savings, the sum of which might, at the 
end of the year, compensate the additional rent. 
As, in descending from the higher to the 
lower ranks, each successive class consists of a 
greater number of individuals, the demand for 
every kind of house, except the lowest, would 
thus be diminished, and rents would consequent- 
ly be reduced. Whatever might be the state of 
the country, such a tax would at first fall on the 
proprietors, who would be subjected to a partial 
burden, from which their fellow-citizens, thou^i 
equally rich, were .Exempted ; and in a decli- 
ning state, this would even be the permanent ef- 
fect of the tax. But in a prosperous country, 
where new houses are annually required to sup- 
ply the increasing demand of those rising into 
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Opulence, as well as ix) coanteract the slow, but 
regular, eflecte of gradual decay, this operastUHt 
of a house-duty would speedily cease, rent^ 
would recover from thfeilr temporary depresaioii, 
and the duty, in whatever way it might be levied^ 
would then aflfect the occupiers of the houses. 

Even at first, what Dr Smith has called the 
ground- rent, as distinguished from the buildiog- 
rent,* would be very little reduced. The ground- 
rent is the price of some relative advantage in 
the situation. Whatever is paid fop building- 
ground, beyond the ordinary price of land in the 
country, is a compensation for some real or nip- 
posed fashion, beauty^ healthfulness^ or conveni- 
ence. The effect of a high tax on rents might 
be to induce some inhabitants to remove to leas 
fashionable, or less convenient situations ; but 
the number of houses in such situations being 
limited, the consequence would be, that ground- 
rents might be more equalized in the same town, 
or district of a town^ not that upon the whole 
they would be much depressed. Such an equa- 
lization would be very transient A man of fa- 
shion would not long continue to reside in a 
quarter inhabited by people of inferior rank, nor 
a merchant at a great distance from Change ; far 
less would any tax induce him, who was accus- 
tomed to an airy situation, to confine himself to 

• Wealth rf Nations, Book V. Chap. IL Part 11. Art L 
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%^ narrow and dirty lane. Or a manufacturer to 
reinove from workshops well situated for his 
business. This ground-rent, being paid for ad- 
Vantages that are permanent, will be- little a&ct- 
ed either by a tax, or even by any fluctuation of 

I reAts, It will in some degree, indeed, rise or 
JEaU, like other luxuries, with the general accu- 
mulation or diminution of wealth ; but its chief 
fluctuations are to be ascribed to circumstances 
4e>f a totaUy difierent qatur^ to the prosperity or 

. decline of a particular district, to the establish- 
ment of a manufactory in a particular street, to 
the introduction or removal of a nuisance, to 
the caprice of fashion, the erection of public 
buildings, or perhaps the opening of a few i^len- 
did shops. The advantages derived from such 
circumstances not being diminished by the tax, 
the ground-rent, which is the compensation for 
those advantages, will suffer a very transient re- 
duction. Were it otherwise, a house^u^ would 
in so far be unjust, for it would be paid only by 
one class of citizens, while other classes, of equal 
or superior wealth, were exempted. The rea- 
sons assigned by Dr Smith* : for approving of 
taxes affecting the owner of ground-rent exclu- 
sively, are very unsatisfactory* These reasons 
are, that he enjoys his wealth without any care 
or attention of his own; that he has no means 

« Weallb of Nations, Book V. Ciiap. II. Part II. ArU I. 
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of tbrowing the burden on others by raisiiig ^le 
price of any commodity ; and that his gcoimd- 
rent is entirely owing to the good government 
of the state. The whole rent of land and inte- 
rest of money, equally with ground-rent of houses^ 
are revenues altogether independent of the ei^er* 
tion of the [Hroprietors : that the tax must &II 
entirely on one description of people, is an ar- 
gument, not of its excellence, but of its injus- 
tice; and, perhaps, no species of property could 
have been found, that owes its value so little to 
the cares of government. Tyranny, indeed^ 
must lower the value of every possesuout but 
not peculiarly of this : for ground-rents arise less 
from good government, or the general welfare, 
than from local prosperity, and local demand, of 
a nature so little connected with the general 
prosperity of the state, as to be sometimes eon* 
fined to a single city, or even to a single street 
It is precisely because the advantages of local 
situation are little dependent on the general 
wealth of the country, that a house-duty will, 
only in a very slight degree, depress the ground- 
rent which is paid for those local advantages. 

If, then, a tax on inhabited houses were to aftct 
the proprietors, without depressing the ground-* 
rent in any great degree, it most chiefly fall oa 
diat other part of the rent which, being the inte* 
rest and profit of the money expended in building, 
has been very properly called the Building-Reat. 
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A dimiiiatioii of this part of the roit would obvi« 
ously prevent any more capital from going to an 
employment that for the time was unprofitable. 
Few new houses would be builty while old ones 
were annuaUy becoming uninhabitable, or at least 
unfit for the same class of pec^le ; and, the de« 
mand increasing according to the prosperity of 
the country, rents would speedily advance, until 
the trade of building and letting houses became 
as advantageous as other employments of stock. 
Were the tax to be imposed by degrees, in 
place of all at once, it might be rendered very 
heavy at last without occasioning even a tempo- 
rary depression of rents. To remove to a small- 
er, less convenient, or less fashionable, house, is 
to most people so disagreeable, and to many ap* 
pears so degrading, that any moderate tax would 
be saved in a tiiousand ways, rather than in this; 
Anodier small increase of the tax, af^er the 
annual expenditure had again been proportion- 
ed to the annual income, would, in like man- 
ner, occasion an additional strictness of econo- 
my, or the retrenchment of some luxury that 
could be most easily spared, rather than a step 
by which the necessity of parsimony is avowed 
to the world. In this way the du^ might be 
gradually increased without any depression of 
rents, and the tax would M at onc^ where it 
must ultimately rest, on die occupiers of houses. 
It is 4xue, that such a tax might prevent a man 



m OF TAXES OK 

who was rising in the world frotn removing to 4 
tnore expensive house, quite so soon as lie others 
wise might have done ; but this would merdy 
•occasion a variation in the description of new 
houses in demand, to wiiich the supply, without 
at all affecting the interests of the present pnv 
prietors, would naturally accommodate itself. If 
the demand were not reduced in any dass of 
houses, it would be immaterial in Which class it 
was most rapidly advancing ; for the houses of 
that class annually erected would keep pace with 
the demandi 

A house*tax, then, in whatever manner it may 
be assessed, will in general be a charge against 
the occupier, which he cannot devolve on the 
proprietor ; and therefore, in considering its jus* 
tice, we must examine whether the house which 
a person inhabits is a fair criterion of his wealtiu 

That it is a tolerably accurate measure of his 
annual expenditure, there can be little doubt 
A large and elegant mansion is necessary for the 
accommodation, the splendour, and the magni& 
cent entertainments of the opident ; a neat and 
commodious house suffices for the comfort of 
the middling ranks ; and mere shelter from the 
climate is the lot of the poor* A house dispro- 
^rtioned to the expenditure is either a very un* 
necessary prcrfusion in one article, which must 
occasion more painful privations in others, or a 
misplaced parsimony which must liiminish every 
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iSDittfort txid depreciate every luxury. Instances 
o£ splendid entertainments in small and mean 
apartments, or of sordid parsimony Ivithin the 
walls of a palace, excite a degree of ridicule 
wliich may prove such deviations from the gene* 
ral relation between the house andstyle of living 
to be very uncommon. 

One exception^ indeed, will occur to every 
person. A numerous fiunily must of necessity 
occupy a larger house than a smaller family lt« 
ving at the same annual expense. The public 
rooms may be nearly of the same degree of mag* 
nificence^ but thie number of bed-rooms, and con- 
sequently the dimensions of the houses, will be 
irery different. If the tax be rated according to 
the rent of the houses, or the number of rooms 
which they respectively contain, it will bear a 
▼ery different proportion to the annual expend- 
iture of a numerous and of a small family. 

A very simple modification of the tax, how« 
ever, will effectually remove this objection. It 
is necessary merely to allow a deduction accord* 
ing to the number of the family, exclusive of do* 
mestics, and every inequality will be done awdy. 
t¥hat this deduction ought to be might without 
much difficulty be ascertained, taking care, if 
there should be any error, that it favoured the 
numerous family, whose expenditure, being moite 
in necessaries and less in luxuries, than that of 
an unoiarried man, cannot be circumscribed with* 



^ut occasioning more severe privations. Pet* 
kip» an abatement of 4 per cent« for every mem« 
ber, except the . head of the fimiily and domes* 
tics, might be sufficiaitly equitable. Of three &» 
milies inhabiting houses of the same expense 
tnd consisting of one, five, and ten members, liie 
first, according to this rule, would pay one huui 
dred, the second eigii^»four, and the third sixty-^ 
four pounds of house-duly, while a family con- 
sisting of fourteen persons exclusive of domes- 
tics, would contribute forty-eight pounds only^ to 
this branch of the revenue.* 

Such a modification of the tax could never 
hold out encouragement to imprudent marriages* 
If the abatement were strictly proportioned to 
the additional size of the house required for the 
accommodation of the family, it would merely 
prevent an injustice, arising from that being con» 
sidered as a proof of wealth, which is, in realist 
a cause of poverty, and would still leave the con* 
tribution fairly proportioned to the whole of the 
annual expenditure. Should the abatement go 

* The allowance in respect of children^ bj the 46 Geo. III. 
Chi^ 849 is 4 p^ cent, for every child above two, provided 
the whole assessed taxes of the person claiming the allowance 
be under forty pounds. This is defective ; for, first, a fiunily 
of four penoQs must' occapy a larger house than a bachelor 
of equal wealth ; aiid> secondly, the abatementy being on the 
ground* that the proportion of t|^e assessed taxes to the whole 
expenditure rises according to the numbers of the chfldren, 
ov^ht to be aUowed to the rich as well as to the poor. 



^ 
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» JKttle fiurtber than tl)is, and relieve, in some 
aiiiali d^ree, those who h^ vexy numerous fa<r 
iniljesy the prospect of such relief could scarcely 
induce any one to contract a marriage* H^ 
yifho was prudenf; enough to look forward to 9 
contingency so distant and uncertain, would 
probably pay sufficient fittention to those circum- 
stances, by which his welfare was to be much more 
immediately, and much more materially, afiected. 
Another question occuirs, how &r annual 
expenditure is a proper indication of wealth. 
Among individuals it evidently furnishes a very 
iii%ecurate standard. If the scsde of contribution 
ia to be regulated by that of eiq[>enditure, the mU 
aer will have his enormous property secured to 
him at a very tricing expense, while the prodigal 
will pay cieady for a protection which, having 
qpent his estate, he does not really enjoy. 

Hiat the rule is not equitable in every case 
must be admitted ; but unless the objections to 
|k general assessment pan be obviated, the expen- 
diture is probably the nearest approximation that 
<»n be made to the wealth of the several classes 
fxf society, if not to that of all the individuals 
composing those classes. It seems, indeed, the 
only possible criterion independently of direct 
valuation, and accordingly it is the foundation 
both of this duty and of evety branch of in- 
direct taxation. Not only is the expenditure of 
the several ranks and classes of the community 
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proportioned to iheir . respective inoomes, but 
among the indUviduals <^ each class a similar pro* 
portion, though with. occasional and sometimes 
very considerable variations^ may be traced. That 
the rule does not accurately apply to every cas^ 
and that in rare instances it is extremely defec^ 
tive, cannot be considered as a good .ol;sectioD» 
unless a more unerring standard of riches can be 
pointed out. 

It may also be remarked, that, in as far as taxes 
on expenditure fall unequally on the real wealth 
of individuals, they operate as a premium^ to fru* 
gality ; and when it is recollected that the whale 
capital of the nation had its origin in the econo- 
my of individuals, it may be thought that the ge- 
neral good is a sufficient justification of a .mea^ 
^ure which holds out a direct encouragement to 
tlie accumulation of stock. If too great a share 
of the public burdens be thrown on the prodigsi^ 
it may tend to restrain conduct equally injurious 
to private happiness and to the public interests ; 
and if opulence occasionally escape fixmi its just 
share of contribution, an equivalent will be gain^ 
ed in the additional employment of productive 
labour, and in the annual increase of that gene* 
ral prosperity and wealth, from which, at some 
future time, new revenues will accrue to the state. 

If taxes on inhabited houses cannot be so le- 
vied as to accord in every case with the princi* 
pic, that the public burdens should fall on the 
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citizpfis in proportion to their wealth, this is tho 
aofy o\^ection to w^iioh tl^ey seem liable } for, in 
other respects, they may be rendered as i^nexcep^ 
tionable, as any other means of raising a public 



There are chiefly three modes in which such 
taxes have been levied ; according to the rent } 
nccording to the number of windows; and ac« 
cording to the number of hearths or rooms« 
Whichsoever of these ino4es may be adopted, the 
tax will occasion no diminution of the capital of 
the nation. It will be looked upon by each con- 
tributor as part of his annual expense, equaUy 
with the rent of his house ; it will enter as com- 
pletely into his view in proportioning his style 
of living to his income ; and, if the tax be increa-r 
Bed, a similar reduction of some articles of ex- 
penditure will take place as certainly, as if the 
house*rent had been raised, or the price of com- 
modities had advanced. ^ 

A tax on inhabited houses is also capable of 
being assessed in whatever proportion to the 
wealth of the contributor, as estimated by the' 
house which he occupies, may be thought most: 
equitable ; and if received by instalments, it* 
may be levied at little expense to the public, and 
without occasioning trouble, uncertainty, or vex- 
ation, to any individual. 

In some rejects, however, there are consi* 
derable differences between the three modes of 



ISS OF TAXES ON 

asmsiDg the tax that have beeu meqtioned ; on 
which accounti it nlay be proper to * 
them separatel/. 



SECTION II. 

Q^a Home-duty aceorditig to RaU, 

This mode of levyiag a house-duty is both the 
most obvioiu, aod in goieral the most equitable. 
It is the anaual rent of bis house which each 
person endeavours to proportion to his ordinary 
expenditure and his ordinary income, and which 
therefore may be considered as the true indica- 
tion of his style of living. According to his fan- 
cy, his desire for domestic society, for elegancy 
or for magnificence, he may have more or fewer 
rooms, ^d these lai^w or more richly decora- 
ted ; but whatever expense he may indulge in 
one way, he will endeavour to save in another, 
so that, upon the whole, his house rent may not 
txmsume too great a portion of his income. Un- 
less there be some difficulty in ascertaining the 
rent, or some injustice or inconvenience in coo* 
sidering that rent as the true measure of the va* 
lue of the house, it would seem unnecessary to 
recourae to the number of windows or of 
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hearths, circumstanced liehich 'affi>rd a mere pre- 
sumption of that value. 

Of bouses let to tenants, it must be easy to 
ascertain the actual rents. There scannot be 
the same danger of collusion to defraud the 
revenue, as between farmers and their land* 
lords. The proprietors and occupiers of houses, 
being usually unconnected, and frequently even 
unacquainted, with each other, would mutually 
feel reluctance to propose an eva^on, the dis* 
covery of which must injure thdr characters. 
The frequent change of tenants, too, would ren<p 
der a great number of people, in the course of a 
few years, privy to the fraud ; and the value of 
a house is so well known to all the neighbour* 
liood, and indeed may be so nearly ascertained 
by comparison with oWer houses of the same du 
ihensions and similarly situate, that suspicion 
would immediately be excited by a very inade* 
quate rent, and detection could scarcely fail to 
result from even a cursory investigatk)n. ' Were 
a signed certificate of thc^ rental to be umually 
demanded from both parties, and a heavy fine 
imposed on a false return, it is scarcely possible 
that any evasion could be practised- 
It is not indeed so easy to rate houses pDf»ei^s- 
ed by their proprietors, but the difficulty is much 
less than in the case of lands. The nature of the 
soil, the condition of the farm, tfie'distanpe frorrv 
yoi-. in. I 
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fillip nunnre, and marketa, togetiber widi many 
other circumstances whidi it is difficult to ap- 
preciate and compare, aftct the vdue Of laid. 
But in eatimatiDg the rent of houses, asurtance 
may be got &om the annual vahie of other bouses 
of equal convenience, el^ance, and nze, sitoate 
not only in the same town, but in Hie same quar- 
ter oi that town, and possessing the same recon^ 
Inendations, whether on account of health, bu8i> 
nesB, or &shion. It wodid be so easy to make 
the comparison that there could be little room 
for diffirence of Opinion between the surreyor 
and proprietor, end if sueb di^ences sboiild 
occur, they might be settled by the award <^ a 

It win be a matter of much greater difficulty 
to rate country houses inhabited by their pro- 
prietora, there not being the same Opportunist 
as in towns, of coooparingthem with similar booses 
let to tenants. There are two ways in which the 
annual rent may be estimated; according to what 
tiie house could probably be let fOr by the year ) 
«- according to a per centage on the sum which 
it has actually coat. 

* To pvTCDt UtigioMBCH, it wonld be praper to enact llMt 
Ibo rrpriimn of tbe prooedim ihookl in crcrrcMebe paid 
hj the puty whote nhigdoa wu Bioft diitaiit from that jM- 
matdy fixed by the Jury; and thk niii[Je cnactmeDt mmU 
prabablj reader theiptwftre i icaof ajmySTery rare Decor* 
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The ilfst mode of Talttation would be esitreme^ 
ij defective. A bouse in the midst of a gentle* 
man's estate would alwayi, if let by itself, bring 
a very small rent, and occasionally it could not 
find a tenant on any terms* This difficult, too, 
would increase aecoiding to the size of the hoosei 
«o that while a modoate mansion, whidi had coat 
a few thousand pounds, m^ht bring some ade# 
^uate return, a palace, on which 50,00QL faad^been 
expended, would not let for lOL a-year« The 
probable rents, even if they were ascertained, 
would be no jnst measure of the wealth of the 
proprietors by whom the respective mansions were 
inhabited ; and even this veiy imperfect criterion 
could not be pit>cured unkss the houses at no 
great distance q£ time, had actually been let 

It seems necessary, iherefitfe, to make some 
reference to the original cost At the same tikne, 
when it is considered that vanity is apt Id lead a 
landed proprietor to expend a larger sum than is 
prudent on his family mansion, and that he may 
^nd it convenient to reside on his estate, even 
although the house be somewhat more magnri* 
crat than accords with his fortune, it would seem 
reasonsbie^at a fiill deduction dionld be made 
for deterioration since the date of Oie «reetion^ 
and that die rent should not be valued at more' 
than three or four per cent of that reduced e^ 
timate. The proprietor should also be allowed 
to shut up any rooms which he foWd it inconye- 
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nient to occupy (to the doors «f whidi rdottis 
the Burvcyor should affix his seal), and a propcM-- 
tional deduction, on account of the part of the 
house unoccupied, should be made from the va- 
luation. According to tliese principles, the pro- 
prietor and surveyor should determine the rent, 
and, in case of their disagreement, the decision of 
a jury should be finaL 

A hous<e-ta:t, according to the rents, may be 
levied in ^ny proportion from the several classes 
of ^ people that the legislature may approve. 
The .rate may be the same on all rents; or it 
may increase as rents advance; or it may dimi- 
nish. Tliere can be no doubt, however, that, ac- 
cording to every principle of justice, it ought to 
advance. Not only is it equitable, as has already 
been shown,* that the opulent should pay a n^udi 
higher per centage on their riches, than men o^ 
moderate fortune ; but as we ascend in the scale 
of wealth, the proportion which house-rent beara 
to the whole expenditure probably diminishes. 
If, in some instances, the various palaces of a 
great family may bear a high proportion to theic 
wealth* yet as the several mansions of that fami- 
ly would be taxed separately, a progressive rate 
would not bear so hard upon them as might at . 
tint ^)pear. Thus, if the same person had four 
di&rent residences, valued at rents of SOOOl., 

* BtxriilL Chap. V. Sec [V. 
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ISQdLj 100QL» and ^00l.» each of these rents 

would be taxed separately, and the ^iverage^iate 

would be greatly lower, than that chai^eable 

^gaidst one palace valued at 6000L.a year.* 

. The house-tax of Britain is one shilling and 

sixpence in the pound under 20L of rent; two 

shillings and threjB-pence in the pound from that 

to 40l«,'aiid two shillings and.tempence for:40L 

and* all above. It is probable that a faouse-xent 

from lOl. taSOl. bears a higher proportion to the 

whole income of the occmpier, than a. rent of 

40l., or upwards : but the same observation may 

be made respecting tents of 401., compared with 

those of lOOU 150U 500U or IOOQL Indepen* 

dently, therefore, of the general principle^ that 

the rat^ of contribution should advance ppi^es^ 

tively according to the wealth of the respective 

classes of society, there seems no good reasQki.for 

carrying on a progresBion at the . bottom of the 

SiCale, and suddenly stopping it at 40K of house* 

rent The steps of the progreitei^m are, at* the 

same time, much too great There appears na^ 

thing but injustice in assessing the occopiJers of 

houses rented at ISl^ 20h, and 22L, in iL 7s,, 

SU 6S4 8d., and fih l]s.4d.^ respectively; or 

* According to the following Tables, those four houses 
would pay n^L| 7371. IDs., 45(^4, and 193L 15s.; in all, 
31061* 58«, being nearly the same with one house valued at 
47501. a year. A palace valued at 60001. a year would be 
chargeable with 4S001. 
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tboM of bouses rented at 38l<> 40l>» and «fl., ia 
4LiB. 6d.. 51. 13a. 4d, tnd jL 19b. 

If the deiLictiaa ^ready mentioDcd were •» 
be made according to the numbu- o£<iiSdnn^ 
pabaipe a rate constnicted iq the following man- 
ner, migfat ^portion this branch <^ tbepublK: 
bufdens in an equitabte manner. Houses un d er 
^ of rent should be exempted* both becMus 
thejrare occupied by a class of peo^e poaseaied 
of little or tw prc^ier^ { and becattse the ^- 
pence of collection would absotb ae raudi of tiie 
nceipt, that no revenue adequate to the haTdahip 
flu individuals couldaccrue to the state. Houses 
of 7L rent m^ht pay at the rate of 9d. in An 
pound* thoae of eL at that <^ is., diose o£SL at 
la. 3d., and of lOl at is. 6d. in Che pound. Vnm 
i(^ta ML* the rate migfat increase 3d.foreTerf 
sLitolOOUthree-pmoeforeveryKd.; toSOd^ 
thse&pence fbr each SAl. ; to 5001.* three-pence 
for ewecj60l.i to lOOOL, tfaiee-pence for every 
IOOL4 to S00(^ two-pence for each lOtiL ; and 
aboTe SOCOL, one penny in the pound for every 
■dditienal lOOl. of rent.* A duty so rcguhted, 

* Hw foUoiriiy Table dmm tba smaunt of Hoaw-Dutj:^ 
d bjr tbs preient lair and by the proposed ratei : 
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whUe it would disttflmte this part of the public 
burdens ^more justly over the several classes of 
inhahitaiifaii could not fitil to increase very ma- 
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: terially one .of the least exceptionatde btaxtches 
' of the revraue of tbe -state. 

.There would stUI, however, remain- one ine- 
quality which no modification of a duty, accord- 
ing to the rents, could obviate. Owing to the 
, great value of building-ground in cities, a towo- 
house is always let at a much higher rent, Uian 
a mansion, equally commbdious and elegant, in 
' the country ; in consequence of which, rent, in 
' tbe former case, absorbs a much greater portion 
' of the income, than in the latter. Thm £uniJies 
; of the same income, and the same annual ex- 
, pense, may pay respectively lOOl., eol., orsOl- of 
'■ rent, according as they reside in the capital, in a 
smaller town, or in the country. The tax would 
: therefore fall nnequally on their several incomes. 
To some it may appear an additional recom- 
mendation of the tax, that it thus tends to dis- 
courage the increase of towns, and the desertion 
: of the country ; but it is both inexpedient and 
, oppressive for government to interfere with in- 
dividual discretion, when individual taste and 
convenience only are concerned. Neither 
could the inequality be removed by varying tbe 
rate according to die population of the town, 
this being only one of the circumstances adding 
**"■ ""'"" rf building-ground j though the at- 
ild occaaioa great complication, and 
lie uncertainty in tbe rate of the tax. 
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Sutin considering the.viiidow-tax» we shall find 
an inequality of a directly opposite tendency, by 
which any hardship oh tiie iBhabitants of cities, 
resulting firom« a house-duty assessed according 
to rents, will in a great measure be compensated. 



SECTION IIL 

. Of a Howe-dutsf according to the Number of Wimhm* 

. A window-tax proceeds on two aanmiptioas^ 
neither of which is just ; that all rooms having 
the same number of windows are of the same di* 
anensions ; and that rooms of equal dimensions 
mark, in every case, the same style of expense. 
•Rooms of equal size, however, are lighted by more 
or fewer windows, according to the fashion of 
the times in which they were built, and mark a 
greater or less d^ee of expense in their pos- 
sessors, according to the elegance of their deco- 
rations, as well as the beauty or fashion of their 
local situation. For these reasons, the number 
of windows must furnish a veiy inaccurate apr 
proximation to the size, and stUl more to the va- 
Jue of a house i and, .from particular circum- 
stances^ the inequality thus introduced, will be 
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cilStik very moatlddA^ oppceotti^ tike pooTi 
fwoariog ihe rich. 

As heiises deeajr^ or dieir sitiuticKis 
^Tn^AlnnsiMi^, their fCQts dedine^ till at last they 
are re^ced^ in some cases, to a vieiy siilaU part 
of their original amount Houses in this state 
are for the most part inhabited by men of narrow 
and decaying forttmes, who, at a moderate ex- 
pense, procure the acconunodations to which 
they have been accustomed. That they may 
have larger, more numerous, and more commo« 
dious apartments, such persons are content to 
fongo splendoor of decoration, and &shion of 
situation* They retire to some quarter of the 
pamh less m reqnert, or perhaps to some villi^ 
in v^ch a convenient, though old or nnfiisbion* 
able, house may be got at a very moderate reaL 
It is this rent, rather than the size <^ the houses 
whidi is proportioned to their expenditure ; hut 
Ihe window4ax, overlooking the rent, is pro* 
poftioned at best to the number and dimensions 
of the iooa»s. In many instances, it is even 
inore unjust than a duty levied according to the 
actoat measiffement of those rooms. The laige 
sashes, which are now in use, being of recent in« 
traduction, the nu>d)er of windows, • compared 
to the number and sixe of rooms, is nnifonnly 
|{feater in old, than in modern buddings ; nop 
oan tins be rem^ed without Buch alterations, 

both on the external appearance and the finish- 

S 
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ing cf At apartiiieiita» w itiast oocaajon « verj 
hcstry expense. An old wawion let for ltol.j wiU 
often have more wiod9Vg» than an elegant and 
fiflhionable bouse in a fiivoitrite situajtioDy whick 
yidds SOOL of aiftmal rant It is obvious that 
Aetr proprietors must be in the habit of spend- 
hag very different sijWM in their fiimilies, and 
therefore^ in as fir as ^qpenditure is the indicia 
tion of weakby a tax which affects th^n equally 
siust be unjust 

The duty on vindowj^ considered by itself^ ia 
probably incapafale of any vodifiQation that can 
remove, or even materially weaken^ this objeo 
tion. To char^ a very Itige sash m two wii^ 
^owfl^ is certainty an improvement 9» it imposea 
the tax somewhat more accurately according to 
ehe aiae of the aparfcmeota ( buit it has so trifling 
an e^bctin propoifaoaii^thie numb^of wiiido^ 
to the real rent that it mu9t be considered as a 
very partial ameliofatian* 

A tax uBJttst in itself may, however^ operate aa 
a corrective of some other injustice in the system 
of finance. It has already been shown, that a 
housCiduty, acoordiog to rrats, fills too severely 
on tiie iiriiafaitants of cities : for thi% compensa* 
tiofn may be made by a window-tax, which, on 
the ather hand, fidls most heavily on the inha« 
bitsnta cf amatter towns and villages^ 

In cities, the gnaund^rent umially bears so great 
a proportion to die bmldiog-ren^ that decayed 



.1 
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hdu8^8» in place of hting let at cheap ratai^ 
are soon jpulled down and rebuilt Even the si^ 
tuation having become unfashionable/ occasiims 
them to be divided into smaller houses, adapted 
to a different description of inhabitants, or to be 
removed to make way for warehouses or manu- 
factories. It is otherwise in villages, or in the 
country, where, building-groiind being in little 
request, there is no inducement to puU down a 
house while it yields any rent beyond the value 
of the materials. He who wishes to erect- a new 
house, has no occasion to demolish an old one 
on account of its site, but wiU rather bmld else- 
nnrhere, and take such a rent as can be got ibir the 
old mansion, as long as this rent exceeds' the ex- 
pense of repairs. 

It is accordingly in the country, in villages, or 
in 4?^yed towns, that large houses can be pro- 
cured at moderate rents. In the country, also, 
larger houses in proportion to income are requi- 
red than in towns ; for there must be accoouno- 
dation, not only for the family, but also ftr oc* 
suonal visitors. Houses in the country have 
always, therefore, a greater niunber of win- 
dows. But it is in precisely the same situations^ 
as has already been observed, that rents are the 
lowest. By means of the one tax, then, the in- 
equalities inseparable from the odier may be so 
corrected, that» when jointly imposed, an equita- 
ble distribution of the public burdens shall be 



th« re^t. If tbe inluilfitant of a city .pay more 
to the hquse*du1y, he will pay less to the win- 
dow-tax ; while an inhabitant of the cpuntry, qf 
the aame mcome» if he nearly escape from the 
fcKmer, will contrihutp mdfc l^i^gely to thfc 
latter. , 

A house^tax according to the number of win- 
dows is more easily assessed, than one according 
to the actual rent. It proceeds on a xircum- 
s^nce respecting which there can be ho dispute^ 
It is not in the power of a surveyor to make aii 
overcharge, and the occasional check of a super- 
intendant, where error is so easily detected, wiH 
prevent h;m from favouring his friends. After 
a house is completely finished, there are seldom 
any material alterations in the number of win- 
dows, and there could be no hardship in forcing 
each occupier, under 9 penalty, to give notice cf 
all such alterations. One surveyor, accordingly, 
migl^t be %.ble, in a large town, or. a considerablfe 
district, to ascertain the number of windows in 
the qp'Sf buildings, and the alterations on houses 
already jer^^ted. Neither could the survey oc<r 
casion aqy trouble to the inhilbitants. It .is not 
nepessary that the officers of government should 
enter the houses iq order to count the windows, 
unless when a difference of opinion arose re^ 
iq^ctiog tliose which, from their additional dU 
fn^nsions, w^re to be reckoned as two. Of all 
|he sources of public revenue, this might, pe^^ 
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faapSy be rendered the cheapest in colleetion, and 
the freest fiom eveiy qpecies of incontenfence^ 
partiditf, or oppression. 

In determining the fates at#hieh houses oon* 
taining varipus numbeis of windows, dioold be 
cbaiged with the tax, it is material to observe 
that the number of windows by no meansincreases 
in tlie same proportion with the rents. Of 
three houses in the same situation let for siU 
lOOL, and SOOL, the second will not have ftna 
times the number <tf windows of the first, fiur less 
win the third have douUe those of die second ; 
for a considerable part of the additional rent is 
owing to* the superior elegance and expense of 
decoration, by which there is no increase of the 
number or dimensions df the windows. On this 
account, the rate ought to advance more rapidly 
than might otherwise seem reasonable. 
. It is difficult to conjecture on what princtpies 
the present scale of window*tax in Britain has 
been constructed. The rate advances with suf- 
ficient ta{»dity to 90 windows, and more slowly 
from that to 40, at which point it is about 14s. 5d. 
each window ; it then begins gradually to decline 
to 180 windows, which are rated at lOs. 4d. each, 
and above this number no more is charged than 
Ss« &r each additional window^. It is true, that 
the advance ot^t gradually to lessen, because an 
additional window makes a greater difference on 
a small house than on an elegant mansion, and 
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inore OB this h»t tbanon apakc^ ; but there seetns 
DO reason for diminiahing the rate as the number 
of windows increases. Neither is it just that there 
ahotild be no distinction in llie amount of the tax 
between 40 windows and 44^ or between 100 and 
109* wbich is another part of the r^ulations of 
England. 

This tax might be rendered at once more [iro* 
ductive a^d more equitableg^ if levied according 
to a progressive nite. Houses haVing fewer than 
thf ed windows shduld be exempted, £>r the same 
re^Lsbn as those linder 1\. of reiit : 3 windows 
tnigbtbe charged at the irate tyf 1^ for each ; the 
late digbt increase 9d. eikch winddw up to 8 win- 
dow^; Od. from that to lit; 5d. to 20; 4d. to, 
is i Sd. tb 50 ; ^. to 75 ; and Id. to 100 win- 
dows i firdm 100 to SOO Windows, an advance ci 
Id. (in the rate might take place it every second 
additional window ; and above i(ks • nmilar ad- 
Vatice of id. at every fifth.* 

^ The following Table tbowi the nttouiH cf Wiadow Dutj 
^8 anesscd by the pregent law etid bj the j ^nywed ritett 
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The same abatement on acciouiit of children 
ought to be made irom a window<tax> rated in 
this manner, as from a house-duty accoiding to 
Tents ; the additional number of bed-roonu le- 
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quirttd i^ «ccdmiiiodali(m necesmrily increauag 
^ number ^f unodows, and cteaequently aU 
tetrkig tbe pfoportkm which the aumber of win^ 
dons i^ likely to bear to the weaHh of the occu^ 
pier. 



SECTION JIV* 

^O/a fh^fe-Du^ aceorfiifig to tht JNfim^ 0f HearAa. ; 

K 

4 

. A ttx levied accordiog to the fiumber of 
]Miitfa9i however modified^ amit be partial and 
vrnj/mt, It looks oaly to one curcttmiitraee^ tibe 
Bttmbei: of noomai dkttgu^g- tatiiffAj their, 
aise^ their d^gatee^ imd aU thoae advantiigea a6 
aituaition that in eoifte eaafitt ^dd ao liiudi to tibo 
aetaal Taliie of a houde. |n tlieae respects, « 
beaiTth^ax ia much more unjust than a duty on 
wittdowa* A very amall room faea seldojati ikxore 
than erne Window, while those somewhat largei^ 
have two, three, or fotir, and magnificeiit ssdoona^ 
fibrarieSi and galleries, some^ames ted or twelve^ 
The number of windows, therefore, affords some, 
approximation to the size of ^ raoms, and this 
last drcumatance, some criterion, tiiough an im^ 
perfect one, of their elegance and ikshion* Hio 
VOL. nr. K 
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number of hearths affords no such indications. 
The smallest closet that is used as a bed-rootn, 
even in a very humble dwelling, must have one 
chimney ; and the most magnificent gallery of a 
palace has seldom more than two. The great di& 
ference between the houses of the middling and 
higher ranks, at least in towns, consists less in 
the number, than in the size, of the apartments^ 
and less in their size, than in the style of deco- 
ration. A plain house, built for the accommo- 
dation of a numerous family for 2OOOI., will some« 
times contain as many rooms as a mansion adapt- 
ed for splendid entertainments, and erected in a 
very fashionable street, at ten times that expense. 
Even between houses recently built, a tax on 
hearths would thus apportion the public burdens 
most unequally. But when houses had become 
old and unfashionable, when their situations were 
generally disliked, when their rents were accord- 
ingly much reduced, and, from being the man- 
sions of the gay and splendid, they were become 
the habitations of the- unprosperous, the decay- 
ed, or the indigent ; on the occupiers of such 
houses, a hearth-tax must be highly oppressive. 
It does not seem, however, to have been on 
account of this inequality, so much as of the 
vexatious visits of tax-gatherers, that hearth-mo- 
ney was abolished in England by one of the first 
acts of William and Mary. There is no way of 
ascertaining the number of hearths without en- 
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tering the house and examiQing every room. On 
such occasions, inconvenience may be experi- 
enced by the family, and the mere possibility of 
being exposed to the insults of inferior revenue- 
officers must always bd intolerable to a high- 
minded people. Accordingly, in the preamble 
to the act, hearth-money is represented as a 
badge of slavery. Whether this objection to the 
tax might have been mit^ted or removed by 
jndicious regalattons, as asserted by the tories 
.¥rho opposed the repeal,** it is Unnecessary to 
enquire; for inequality and oppression of the 
-lower orders seem evils so inV^rent in its priu" 
' ciple, that they can scarcely be palHated by any 
contrivances. 

* TindaPf Contirr. of Rapin, Bdok XXV. Sect h 
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Qf Assessments and Licence Duties on^rtkuUpr 
Descriptions ^Mrpenditure^ 

« 

Hous&nBUT, though {Hrobnbly the hmU ia not 
the only critarioti» of expenditure^ of nok, aad 
of wealths There ara many comforts t^hich llie 
poor cannot aflbrdf mai^ Itixuries wbith are un- 
aiutaUe t9 a moderate fertuiiep H^e iadolgtooe 
in such comforts marks at least some dagecB of 
easy circumstances^ and the enjoyment of such 
luxuries is a proof of an expensive establishment, 
from which the possession of affluence will in ge- 
neral be a &ir deduction. A man of moderate 
fortune will usually employ a man servant; if 
he be a little richer, he may probably keep one 
or two horses ; as his fortune increases he will 
get a carriage ; and if he be very wealthy, be^* 
sides having more servants, horses, and carriages, 
he will use a service of plate, his lady will wear 
jewels, and his rooms will be adorned by paint- 
ings. The poor can afibrd none of these luxuries, 
the middling ranks only a few, while the opulent 
usually indulge in them all. They may there- 
fore serve as indications of particular styles of li« 



n$ig9 and duties leiied di^ <jiose persoM by whom 
Aey «e efijoyed, iHU opemte^ » tttes on that 
ezpenditore, whicbi in most caKes, though not in 
di, £» proj^ortioded to the degree of ftflaaftce^ 

Ltceace^utie^ «o indulge in ceirtkin articles lof 
txp^ise, have been consideired by Dr Smith as 
taxes OQ consamable commodities. They wee, 
however^ in one re^et deafly dtstinguishabhi^ 
bcJng levied^ irithoot the least rdhreuce to the 
qnantity of the aitsdes duM; may ailnuaDy be 
consumed^ A person ^ho kei^ one earriage is 
supposed to be in the habit df spending a cen 
tain ineome, and in taxed aocordingly ; he whd 
keeps two carriages at the same time is supposed 
to live at greater expense^ and is made to pay i 
higher contribution. Whether these carriages 
may be used every day» or only once in a year, 
Hftother they are frequently ren^Nred, or may 
last ft>r a century, are circumstances, which, how^ 
ever important with regard to taxes on c6nsu- 
mable oommoditieB> are wholly disregarded in li» 
cence-duties i because soch diffisrences^ in the 
frequency civiat or of renewal, may be ascrfbitd 
to t*ste or caprice, aoid are either no indicatidna^ 
or very uncertain indications, of graetal expense* 
He who changes his horses once a months and 
his carriage once a year, idthough iie incurs some 
expense by his caprice, may Uve^ upon the wbolcb 
more fhigally than a p^wn iHu> keeps his horses 
tfll they die in his service and his coach long 
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after it has become unfasbionable- But the keep- 
ing horses and ouriages at all, marks a rank and 
expense which are connected with a certain de- 
gree of weatth. In the samfe manner, it is the 
quantity of plate possessed, not the.quantity pur- 
chased or exchanged, that is an indication of 
wealth, and subjects its owner to the licence- 
duty.. A tax on consumption estimates the ex- 
penditure, and through it the wealth of the seve- 
ral inhabitants, by a criterion entirely difierent ; 
not by the possession of articles of splendour, by 
the employment of particular descriptions <^ la- 
' hour, or by other circumstances from which a 
certain style and rank are inferred, but sim{dy 
by the amount of commodities annually pur- 
chased. ' 

Other differences are no less observable be- 
tween those two descriptions of duties. Every 
tax CD an article of consumption, as will after- 
wards be proved, necessarily enhances its price 
in the market, and by this rise of price, the tax,- 
aft^r passing sometimes through a great variety 
of hands, is at last devolved on the consumer. 
A licraice^luty, such as we are now considering, 
raises the value neither of labour, nor of any ar- 
ticle of consumption, and, in place of making a 
vide circuit before it reach the person.wbose ia- 
come it is to afiect, is leyied at once ftom htm 
' ilges in the luxury. It is for this reason, 
ice>dutie8 on the use or possession of ar- 
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tides of expenditure are fdaced among direct 
taxes, ^ile duties on consumable commodities . 
belong to a different class. 

Some authors, * conceiving this to be an ea* 
sier mode of taxing luxuries than customs or ex- 
cise, have thought that, for all the taxes of the . 
latter description, licence-duties should be sub- 
stituted ; that annual licensees at fixed rates should 
b^ issued for using tea, coflfee, tobacco, wine, 
cards, and every other luxury. There are, how- 
ever^ three circumstances to be attended to be* 
fore we can deteijnine that any particular branch 
of expenditure is a proper subject for a licence^ 
duty, and the consideration of these circumstaa. 
ces will sufficiently prove that very few articles. 
Qf e^ense are of that description. 

1. Whether any particular article, of expense 
ought to be subjected to a licence*duty, or to a, 
tax on its consumption, must, among other cir- 
cumstai^ces, dep^qd on the manner in which it 
contributes to enjoyment. If it be of a lasting 
nature, and if its mere possession and occasional 
exhibition be the gratifications which it is intend- 
ed to afibrd, it may properly be subjected to a 
licence-duty ; because its possession, and not its 
consumption, is what marics a particular style o£ 
general expense. Thus the possession of plate, 

* Sir Matthew Decker in particular. 
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possession must either be levied without any 
cheek on the declaration of the party, or a sys- 
tern of tyranny must be established to which no 
free people could submit 

If these principles be admitted, the number 
of articles of expense to which licenc&<luties 
are properly applicable, wiD be found very limit- 
ed. In En^and, there have been few taxes as- 
sessed according to the use of particular luxu- 
ries ; and of these few, several are now repealed* 
Some of them are agreeable to the principles now 
explained, others are altogether inexpc^ent or 
lugust 



I. Duty an Male ServanU. 

When a tax on male servants is first imposed, 
particularly if it be to a considerable amount, it 
may, for some time, reduce the rate of wages. 
Those who formerly kept a number of servants 
will be apt to contract their establishments, and 
some who kept a single footman, may substitute a 
woman to do the work. It is likely, therefore, that- 
such a tax might diminish the demand for this 
description of labour, and consequently reduce 
its wages. In a short time, however, all who 
were thrown out of employment, would betake 
themselves to other trades, and young men en- 
tering into life would avoid a profession fJready 
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oveiBtQckedt iiQtil» ih^ competitRdn between mas- 
t^ and ^ery^nts having b^n restored to its for* 
mer state, wages should agahi rise to their former 
level. . Whenever this bad takeq place, the taK 
would fall, as in justice it ought, altogether on 
the masters* • 

Of aU ta^es of the description we are now con- 
sidering,'' that on male servants is probably the 
least exceptionable. The only material objection 
to it is^ that its operation does not commence 
sufficiently low, incomes below 500l. being for 
the most part exempted. This inequality might 
be partially remedied, though not altogether re-^ 
moved, by imposing an inferior duty on boys 
employed in sfmilar offices. On all ranks supe- 
rior to that in which one male servant is em- 
ployed, the tax might be rendered very equit- 
able. The number of servants does not, indeed, 
ipcrease altogether in the same proportion, with 
wealth. If one servant be kept by him who 
has an income of 500L, it is probable that the 
proprietor of 15001. a year, living in the same 
part of the country, will not employ three, and 
quite certain that he who is possessed of 50,000i. 
a year, will not keep a hundred. But, by a pro» 
gicessive rate, it is easy both to correct this ine- 
quality, and to distribute the tax among the se- 
veral, classes of contributors jn any pjropojtion 
that is thought most just. 



«r»^;^ tte leogtik of fiw^ ive iWUiagB 

"^ ~ to A'' '"^y '"^ shUlh^ in riBiog to 

*[^^rt tbot nmnbw, the progreiBioa Again 

''^'^.L mon rapid* till, in rising ft«mi Un to 

V^ j^nnti, it is eleven ^iUings, and «t that 

^^^ ft suddenly stops. If diere be any rea- 

1^ tJiia retardment, subsequent acct^ntioa, 

^ AmU stop, it surely is not obviousi A rate 

vhrcfa, beginning at two guineas, advanced om> 

s for each additional servuit, would proba. 



biy be much more equitaUe. ^ Hie ta^ for bo^s 
aoder seventeen yeaia old might be half of that 
SfT men. 

In t^ enumeration of semtnts, gardeners seem 
improperly included. The keepii^ of a gardeoev 
is less a mattM" of state than of convenience^ 
and depends less on wedth than tm the place of 
rfsidaoce* He who lives in town has no occa- 
sion for a servant of this-description; butacowi' 
try gentleman, however moderate his fortnn^ 
unless he deprive his &mily c^ v^etables and 
ftutt, must have a gardener as part c( his esta- 
blishment. 

No tax can be more easily levied than that on 

servants; the signed list of Uie master^ accord* 

ing to the. English practice, beii^ as ttoexcGp> 

'ble mode of asceitainii^ the number cn^ 
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ployGd w cMSh fiuttiljr^ That moUier b usuaBy 
well known in the ne^bourtHiddi and may be 
ia&rredwith tolemUe e«rtatiity fhrn themne. 



r84 aiyie or uyiiig» him the sfrilendour of e^piip. 
i^ge* Aoy CQiifliderable evasioB could scarcely es- 
cape guapiqioiis and the aii^iteflt enquiry ipoald 
aiiliice to detect a fiUse return* Few mast^ia, it 
is to be presumed, would iiKmr tiie rii& of being 
disgraced in society, by sdemnly asterting wlmt 
was afterwards proved to be utitrM^ more eape* 
dally as the error oould scarcely be ascribed to 
mistake ; and on this account, no great number 
of surv^oia can be wanted to check evasions. 

II. Duty on Hprsif, 

Aiding wad auniage hones, bdag in geaeial 
kept only by those ia easy orcamstances, and 
their number increaeing aecordii^ to the metith 
of their pioprietoni, fiiniiflh » totenbly acaizate 
indication of that wealth. There jnay, indeed, 
be a few exce|>tioQs to this general remark. Rib 
dii« is aofoetimes neoessaiy for health, at other 
times for business, and in such cases the keep, 
ing of a horse is no proof of general expense. 
For these purpose one horse, however, is quite 
suflBdent, aU above that number being intended 
for amusement, or fiw state. Where only one 
horse is kept, the tax should be remitted on a 



I 
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certificate being produced that the exercise df 
ridiog is requisite for the health df the pfoprie- 
tor, by which means the on)y r^al hardship at- 
tending this tax would be removed ; for It will 
afterwards be shown, that any charge attending 
a particular branch of trade is not ultimately 
paid by the person exercising that trade, but by 
the consumer of the commodities in which be 
deals.* 

The tax now levied in England on horsesr, 
seems nearly as capricious in its rate, as that on 
servants. In rising fi'om one horse to' two, the 
rate advances one pound sixteen shillings; in 
rising to three horses, nine shillings, to four, 
three shillings and sixpence, and to five, only 
one shilling ;* • it then advances somewhat more 
quickly, being four shillings and sixpence in 
rising to six, and two shillings and sixpence from 
that to seven horses ; above this the progtessidn 
becomes very slow, and at intervals, to twehty 
horses, where it alU^ethef ceases. In place of 
puch a scale, it would be more equitable to ad- 
vance the rate one guinea for each additional 
horse ; and, when it is considered that the num* 
ber of horses kept for pleasure does not increase 
in proportion to wealtbi this advance cannot be 
thought oppressive to the rich. 

A tax on horses may be levied in the same 
manner with that on men-servants. The ex- 

* Part II. Chap. IV. 
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pense attending it would be no greater^ and the 
means of detecting fraud nearly as efiectual. 



IIL Duij/ on Dogs. 

The keeping of a single dog ought riot to be 
taxed. In some instances iri town, and general- 
ly in the country, one dog is serviceable to the 
&mily. He is the guardian of the house, the 
amusement of the children, the companion, and, 
sometimes, the assistant of his master. But one 
dog is enough for these purposes, and, if more 
are maintained, it must be for the amusements 
of hunting or fowling, which, as they occupy 
more time than a poor man can afford, indicate 
some degree of opulence. The number of dogs, 
kept for such purposes, marks, in some measure, 
the rank in life. A man in easy circumstances 
may have a couple of dogs ; he, who is richer, 
will probably keep several terriers, pointers, or 
{greyhounds ; and a man of great c^ulence, be« 
sides all these, ofien maintains a paick of hounds. 

A tax on dogs, therefore, may be considered 
as an addition to the licence to kill game, and is 
subject to all the objections, except the want of 
gradation, which will immediately be statedagainst 
that duty, t 

It is also very difficult to levy this tax with- 
out the agency of spies, or the easy commis- 



l60 OF I.ICEtiCS'UUTUEl OH 

non (tf frauds, tlie number of d<^ kf^ by an 
iDdividual depending more on his peculiar taste* 
than on his rank in life, and being Httle calcu- 
lated to attract attention, a person might safely 
make whatever return he thought proper. Many 
fiauds might be committed without exciting sus- 
picioni and mwy more without the pmsibiltty of 
ooDviction. The only ^ectu^ check on eva* 
mom, indeed, that could be devised, would b^ 
the encouragement of servants to inform against 
their masters; a ^stem which would entirely, 
put an end to domestic confld^ce, and deeply 
injuie the morals of the nation. 



IV> Duty on Carriages. 

Keeping a carriage is, for the most part, « 
piece of states which not only marks, but is ex- 
pressly intended to mark, a certain rank iit life;* 
There may be a few instances in which it is ie> 
but in genend a post- 
I there is occasion for 

gradation. People ia 
requently keep a two- 
ay be taxed tr^her or 
istruction ; those who 
1 a four-wheeled car- 
at have several of diC 
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^ferent Idiids adapted to different purposes. The 
scale, however, afforded by the number of c«&> 
liages, consists of few and distant gradations^ 
And the rise in the rate of the tax ought to b^ 
proportionally great. In England the progres- 
sion is extremely slow, advancing only about 10 
per cent, for eadi additional carriage up to threei 
gradually lessening from 4 to s per cent, of ad<- 
vance for each additional carriage up to nine^ 
and there ceasing altogether. Considering th^ 
additional wealth which is indicated by keeping 
an additional carrmge, the progression would 
not probably be too rapid, if the rat^ were to 
advance, at each gradation of the scale, by a sum 
equal to one half of the charge for a single'. par- 
riage* Still the duty would be liable to the ob- 
jection, that all those in a very extended clas^ 
were equally taxed, though the fortunes of suc^ 
as were near its opposite extremes must be very 
dis^milar. It will also fall heavjier qu those re* 
siding in the country, than on the inhabitants 
of towns. The former having more occasion 
for a carriage, beipg able to employ their horses 
in country labour, by which part of the expense, 
is saved, and finding it more inconvenient to 
procure a hired chaise when they wish to go 
j^om home, will often keep a carriage on a much; 
aniaUer income, and consequently be subjected. 
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to B tUf vUdi the latter, thcNi^ Mora ofO^ 
lent, do not pay. 

In all other respects, this tax is imexcepttoo* 
able» The number and description of carnages 
possessed or used by any individiial, are so much 
s matter (^ public notoriety, that they may ea. 
aily be ascertained at little expense, and witl^ 
out giving occasion to frauds, or requiring either 
domiciliary visits, or the employment of puUic 
informers^ 



V« Duijf on Jrmariai J^earings^ 

Were the use c^ armorial bearings confined to 
those descended from families of some consider- 
ation in the country, this tax would be an unjust 
tribute exacted from the aristocracy, from which 
men of recent, though frequently of much more 
ami^e, fortune, would be exempted. It would 
form a very striking contrast to the partiality 
shown to the nobility in the financial code of a 
great part of £urc^< It is well known, how* 
ever, that any one, by paying the ordinaiy fees, 
may have his coat of arms registered in the He- 
rald's Collie, and lest the tax should be confined 
to such as thought this r^stration necessary to 
their rank in life, the duty is exigible in England 
from every penon, who» whether ihih or widi« 
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ent a proper title» uses any Idnd of armorial beaiw 
iag or ensignu It consequently idtaches to every 
o&e who puts a crest upon his {date, his carriage^ 
ixhia seaL 

A duty of this kmd is liable to the ctojection 
of levying the same contribation frrai the rick 
and from such cf die poor^ a8» by inheriting some 
trinket to which they are attached, may be sub* 
jected to its <^peration« A few distinctionsi in« 
deed, are attempted by the Eng^h law. He 
who is liable to the house or window-duty pays 
a double tax, and the person who also keeps a 
carriage has the duly quadrupled. . The reascm 
of the first of these regulations, is not very appa- 
rent^ its effect being to levy fiom a man who is 
married, and may have a large £untly, a heavier 
tax, thim fiom a bachelor of equal rank and for- 
tune. Hie rise of the duty in consequence of 
keephig a carriage, as every person who falls un- 
der this description uses armorial bearings, ope* 
rates as an additional tax on carriages, which 
does not increase according to the number kept, 
and therefore is more oljgectionable than the di- 
rect di% under that name. 



VI. Dufy on Watches and Clocks. 

Watches and clocks wear out very slowly, aad 
indeed to imperceptiUy, that their uses ^eeoi 
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«:arcdy connected with tl&eir coiisuinptiom Jb 
Viho has bought a good watch will never havetx> 
^Dasioji to purchase another^ and several success 
sive generations may regulate their time by the 
^Baine house-dock* In this respect, the tax seems 
jimexceptionable» the gratification arising from 
:the possession, not from the consumption, of the 
article* 

- The possession, however, of a dock or watdi 
cannot be considered as a proof of opulence. To 
know the exact time of the day is so essential in 
:6Qme professions, and so useful in all, that even 
comm(m labourers, when they have saved a trifle 
£rom thdr daily maintenance, are inclined to ext 
pend it on what, to them as much s^ the rich, is 
a valuable acquisition. 

Nor is there any t^nptation to increase the 
number of time-pieces as a man advances in opu- 
lence* He who has got one watch, has- all that 
iiis own occasions can require ; and the family 
that has one clock will seldom wish for more, 
.There is, therefore, no progression in the tax, 
4nd the labourer must either relinquish a real 
convenience, or contribute as much to this branch 
of the revenue as the most wealthy subject. 

The difficulty of levying the tax forms another 
insurmountable objection to it There seems no 
effectual way of ascertaining whether a person 
\)e in possession of a dock, without permitting 
i:ev«nQ9 officers to enter ^nd search his l)0t|s^ 
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whenever they think propet; nor could the use 
of a watch be ptoved otherwise than by alidwmg 
a similar search of the person, or by encouraging 
peopk to torn informers against their compa- 
nions and friends. ' 
It was owing partly to the frequent evasioh 
of the tax, and partly to the representations of 
the watdKoiakers, who complained of their em« 
ployment being greatly diminished, that the 
.diity on clocks and watches was repealed^ inJess 
than a year after it had been imposed. 



VIL Duty M Hair^P&afdir^ 

Particular articles dT dress being used only hf 
people of easy fortune, may be considered as iti- 
dications dP a certain rank in society, and in this 
view, subjected to direct taxation. It wiU seldom, 
however, happen^ that a duty ef tfhis nature can 
admit of progression. What marks the raiik in life 
is the use df the article of dress, not the quau- 
.tity of it that may be ccmsumed } and, accord- 
ingly, he who is at all liable to the tax must pay 
ks much as the wealthiest^ member of the com- 
.munity. Even the tax itsdf has a tendency to 
introduce the use of the article among na ^^lass 
of people Who mi^t odftcrwise have dispensei 
witii it ' The appearing j#i£hbnt wltat ia retail 
nised by law as the ihark flf^agentkimankLb^ 
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comes disreputable ; and thus the poor are sub* 
jected not cmly to aa unjust tai» but aha to an 
annual expense, in puTchasing ao ulide of dress 
winch thef cao iU affivd. Tboae wbo find it 
difficult to provide for the waata of a maaeFous 
fiunily are BtiU &4licr oppressed fay ft taei^ which, 
aa their cfaildreB must pay it as well aa tfaera. 
selves, iocreaaes exacdy in pnqierti9B to their 
soabiHty to support k. . 

The duty on the use erf* hair-powder^ when 
£rst imposed, was liable to all these objections. | 

If paid at all, the fiill amount of the tax was 
exigible, there being no difference in the per- 
sonal rate bfetweeo the man who could with dif- 
ficult keep up an ^pearance bey<nid that of a 
comawa labourer, and the richest subject. The 
law, too, it is probable, had a temporary ^ct 
in making many use hair-powder who jGormerl^ 
indulged very seldom, if at all, in that unneces- 
sary expense ; and although no more than two 
unmarried daughters were ohargeable, yet as all 
-the SODS were taxed, it must have been a ver^ 
uitfust asseasment on tiiose who had large fami- 
lies. 

In one respect, there was some gradation, each 
■person being assessed for eveiy powdered ser- 
vant JD his empk^rment, or rather these serraots 
beii^ exposed to a tax, viiich, as it did not tf- 
Aet other kinds of labour, must have raised their 
vifBS. In so fiv, it would operate exactly as an 
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uililitimi to the dafj oh men servants ; but an 
addition admitting of no progriession according 
to tfa^ ttambers. Hie effect was, no doubt, to 
diminish the infostice ^tf'the tast ; but it still left 
all those who k^t no powdered footmen, that 
]8» a very large desoription of the inhabitants, 
including individuals of veiy different rank and 
i0rtune» to contribute equally. 

A sudden change of fashion removed almost 
all the objections to this tax, but only by ren- 
dering it, in a great measure, unproductive. In a 
very short time after the duty was imposed, hair- 
powder was entirely banished from the female 
toilet, and so generally disused by men of rank 
and fortune, as no longer to be a necessary arti- 
cle of dress. With the exception of barristers^ 
officers above the rank <^ subalterns, and clergy- 
men possessed of an annual income of lOOl. a 
year, who, either by custom or regulation, find 
H necessary to use hair^powder, the payment of 
the tax may be considered as now very much 
confined to those who maintain a showy and ex- 
pensive equipage. 

Notwithstending the ease, cleanliness, and 
beauty of the present dress, it is, however, very 
possible, that another revolution in fashion may 
restore the general use ci hair-powder, and ren- 
der the tax once more productive and unjust* 
Shoukl this take place, it will soon be discover- 
ed, that it is also much exposed to evasion^ The 



168^ OF ucENCE-mrrixs oil 

number of obscure people, who» in a Uuge city^" 
will become liable to tb& duty, must render the 
detection of false returns almost impossible. 
Even a high premium to informers will scarcdy 
repay the trouble of examining long lists of coii<^ 
tributors, and collecting evidence against a few- 
individuals ; and that profession which, in the 
opinion of the people, is in&mous, unless it be 
highly rewarded, must soon be abandoned. 



VlII. Duty on Plate. 
• 

• The intrinsic value of plate is so great, as to 
render its possession imattainable to the poor^ 
and attainable only to a small extent, by men of 
narrow, or even moderate, fortune. It is this 
circumstance, more than its beauty m: conveni-^ 
ence, which recommends it to the rich, and has 
rendered the possession of a large quantity of it 
absolutely necessary to every one who affects to 
live in splendour. From the use of silver spoons^ 
to the possession of massive services of silver or 
gold plat^ there is a gradation corresponding, in 
a great degree, with the scale of wealth, or, at 
least, of show and expense. By assessing each 
person, therefore, according to the quantity of 
plate in his possession, the contribution will be 
proportioned, with tolerable fairness, to the 
weidth q£ the several classes of society ; and bv 
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hicreasing the rate as the number of ounces in- 
crease» a juM progression in the tax may be esta«^ 
blished. 

There are, however, insurmountable difficult 
ties in every mode of levying this tax. 

The declaration of the party could not be 
sufficient, there being no check on that deda^ 
lotion. A man of honour would be fully taxed. 
While his less scrupulous neighbour was exempt^' 
ed ; and the experience of this injustice would 
. gradually reconcile many to deliberate falsehood, 
as a necessary shield against oppression. Even 
spies and informers, in such a case, could scarce* 
ly avaiL Although, by the destruction of do- 
mestic confidence, eveiy servant were in the pay 
of government, no proof of the weight of the 
plate could, in most cases, be adduced, nor 
would it be possible to establish that what had . 
the appearance of plate was not, in reality, a 
counterfeit of little intrinsic value. 

A tax on plate might, indeed, be rendered 
more effectual^ by allowing revenue officers at 
all times to enter private houses, search every 
apartment, and break open repositories* The 
slightest limitation of their powers, hdwevef, 
would frustrate the object of their search. If it 
Nvere necessary for them to intimate their visits 
the plate might be removed ; if even the bed* 
chamber of the sick were exempted from search, 
all their vigilance might be eluded j if the rcpo- 



,public revemie becomes oppressive. Td thfe 

sportsman, it is the same thing whether he ht 

deprived of his favourite amusement by a direct 

-tax which he finds it inconvenient to pay, or by 

ifuch a diminution of his wealth, as forces him to 

employ every hour in labouring for hissubsisU 

*ence. The circle c^ his enjoyments in the two 

eases is equally circumscribed l^ the demands of 

the state, and if others in the same rank with 

^himself be left in possession of the amusements 

'to which they are attached, he has the same 

-light to complain of injustice. 

This tax is also incapable of gradation ; not 

X>nly of such a progression as ought to takt 

place in order to make the several ranks of so^ 

ciety contribute in fair proportions, but even of 

the slightest rise according to the wealth of the 

inhabitants. All who pay the duty must pay it 

equally } for it looks only to one circumstaacey 

,the indulgence in a particular amusement, dia> 

regarding every consideration of the riches of 

the sportsman, and even of the time which he 

.cftO afiK>rd to dedicate to his amusement. Whcv 

ever shoots or hunts one day in the year, though 

his income may not exceed 50l., knust, in as far 

as this t&x is concerned, contribute equally with 

the greatest squire, of whose life the destruction 

.of hares bnd partridges seems the olgect and the 

:end« 



CHAPTER Vn. 

Of Taxes on Proceedings at Law. 

When two of the inhabitants find it necessary 
to appeal to the laws of their country for the 
settlement of their disputes, they occasion more 
trouble, to government, and also derive more 
direct advantage from the institutions of society, 
than the rest of the citizens ; and, therefore, it 
seems reasonable that they should be subjected 
to some additional contributions. In so far a$ 
they are a compensation for'additional trouble 
to the officers of justice those contributions 
are properly regulated by the number of steps in 
procedure, which is the measure of that trouble ; 
but in as iar as they are justified by the addi* 
tional advantages derived from the regular insti- 
tutions of government, they ought to have re-* 
spect to the value of the subject in dispute. He 
who is defended in the use of a trifling proper- 
ty ought not to pay the s^me price for this pro* 
tection, that may be demanded from one who is 
maintained in the possession of an extensive efrr 
tate« If bo^ are distinguished from the rest of 
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the citken by the interposition in their fitvoor 
of the courts of law» they certainly are not so 
distinguished in the same dq^ree. 

With r^;ard to both of those grounds, how- 
ever, for taxing proceedings at law, the justice 
]8» perhaps, more apparent than real. Compen- 
sation for trouble, if properly exigible, can be 
levied only from the losing party, by whom the 
trouble has been occasioned; that for special 
protection from the successfiil party by whom 
alone that protection has been enjoyed. In both 
cases, there are considerable difficulties in reooiw 
effing the tax to the principles of justice. 

It seems unreasonable to suppose that aU, or 
even any great proportion of, law-suits have their 
origin in deliberate fraod. Some arise from mis« 
information, many from seU^leluaion, and a stiU 
greater number from the uncertainty of lawt 
There being no crime, t)r a very venial aae^ in 
the two first of these causes of litigation, the ne» 
cessary expenses attending the law*suit seem of 
themsdves to be more than an adequate punish- 
ment ; while the uncertainty of law, bdng no 
fault of the parties, but c^ the state, is a rea^ 
son for defraying even the expenses of the pxo« 
cess fitim the public frinds. While lawyers very 
frequently entertain opposite ofMnionB with re* 
vgard to the probable issue of a suit, how can we 
blame an uneducated man for seeking to reoo* 
ver, or to retain, a possession, to which he » 
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tM, fay those best qmdilied to advise Idm^ that 
he has a legal right ? 

After a system of law has undeigone every 
fanprovemeiit of which it is cafiable, innumenf 
Ue instances mast oecur in which there will be 
ample room for self-deception, peihi^ps for dis^ 
crepanoy in the i^iniona of those who have no 
int(^est in the issue* When this is the case, he 
who loses the suit, cannot be accused of imprp4 
per Uti^ousnessy or of seeking undue advantage 
from the uncartainfy of law^* Some ftct may be 
brought to light of which he was ignorant, some 
view sUEggested which the ingenuity of self-inte^ 
Mst had obscured, m ec^e necessity for a strict 
adherence to a general rule demonstrated, to 
which his individual rights must yield* He may 
have asked nothing but what, in his conscience, 
he considered as his right, and yet his adversary 
may prevail. He has already suffered enough 
fiv any fault of his own, and greatly too much 
for an ordinary failing of human nature, or for 
Ins ignorance of law« He has perhaps been de- 
prived of a property which he had long possess- 
ed ; at any rate he has been exposed to much 
anxiety, and to the disappointment of hopes, 
which, by their frequent recurrence to his mind, 
had acquired nearly the force of certain expec-^ 
tation : he is suffering under what appears to 
him unmerited misfortune, if not injustice ; he 
hai been subjected to considerable expense, hia 
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attention has been called from bis ordioary'bu^ 
siness, and his other ^ffidrs are Hkelj to have 
been injured by neglect Is this a time to add 
to his distress, by angling him out, and imposiiig 
upon him a contribution f(Mr the g^ieral service 
of the state ? 

Could taxes on proceedings at law be levied 
only from the fraudulent and litigious, they might 
be less objectionable ; but even then they would 
require to be assessed by a rule very difierent 
from either the number of steps in the procedure^ 
qr the value of the subject in dispute. Such tax- 
es ought not to be considered so much as sources 
of revenue, as expedients for repressiiig conductt 
iinjurious to the peace and happiness of society* 
Like other fines, they ought to be proportioned 
to the degree of the delinquency, aud the riches 
of those on whom they are imposed ; otherwise 
they may ruin one man for a trivial offence, 
while a greater, but more wealthy, delinquent 
derides the vain denunciation of the law. 

It is still more difficult to reconcile to justice 
any part of a tax on law proceedings, which may 
affect the party that is ultimately successfiiL The 
decision has proved that he merely defended his 
rights from, violation ; in personal trouble and 
anxiety of mind, he has already been n^ade to 
suffer for the mistake or misconduct of another ; 
he has been marked out from his fellow-citizens 
by what is surely no very enviable distinctioii ^ 

1 
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mid it would appear more reasonable that he 
should be indemnified for what he haa already 
endttred, than that he should be sutgected to an 
addittoiial tax. Every proprietor in the nation 
is maintained in bis possessions by the establish- 
ment and exertions of government ; and it seeme 
immaterial whether this protection appear in the 
formal decision of a court, or in that general ad- 
ministration of justice which controls the power*- 
ful and deters from fraud. Whatever peculiarity 
there may be in the situation of a person who has 
had to defend himself against an unfounded claim» 
is altogether to his disadvantage ; for he has been 
put to many inconveniences, in order to attain 
that degree of security which is gratuitously en* 
joyed by all the other citizens of the state. 

Taxes on .proceedings at. law may be still far- 
ther objected to as tending to defeat one of the 
great intentions of the institution of government, 
the protection of the weak from the ii^ustice of 
the powerful. If imposed to any considerable 
extent,, they raider that protection, which is one 
of the chief advantages of the social union, unat* 
tainable by the poor ; and by forcing all who 
cannot defray the accumulated charges of a pro- 
tracted suit, to submit to the insolence and op- 
pressions of the wealthy, they extiqgjuish equaUr 
ty of civil rights. In England, every step pf a 
process, from the entry of the action to the fin^l 

YOU HI. M 
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sentence, is subjected to a tax ; and die injua* 
tice of tins ^tem is still &rther aggravated by 
the mode in which those taxes are levied. The 
du^ being the same on each step of the proceed- 
ings, wb^ver may be the value of the sutgect 
in dispute, the tax falls heavily on petty causes, 
in proportion to more important law-suits. Those 
who could with difficulty defray the necessary 
-charges of procuring justice, are loaded mth a 
duty which, particularly at such a time, they can 
Hi. afford, and the evils of a complicated and ex* 
pensive system of judicature are s^gravated by 
an unjust system of finance. Such, at least, is the 
tendency of the numerons stamps on the sevenl 
-proceedings of the British courts, though the 
rates are in general so low, that, in practice, the 
taxes may not add very materially to the expen- 
aes of litigation. 

It is only in ease of collection that law-taxes 
possess any recommendation. A stamp-duty on 
the several proceedings of a court can never be 
evaded, and even if the tax be proportioned to 
the value of the sut^ect in dispute, the expense 
of making a gross estimate of that value cannot 
be very great. It ought not, however, to be any 
recommendatiffii of a public measure, that it is 
a ready mode of supplying the treasury, unless 
it also apportion the public, burdens in an equi- 
table and expedient manner. That law-taxes fiul 
in justice has 9lrea^ been shovo, and a few ob- 
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fiervatipns wiU prove tMt jbhey are j&qjuaUy defec* 
tivfi widi r(|^ to ejpe^ncy^ 

Tbe e:Kpeixse9 of ^ law.$uit, for ^e most pfixU 
9re paid from x:iipU;;aJ. Few people make w al- 
terotion.iB itb^ir way of livipgf on account of a 
demand whijcb they ^att^r themselves will be of 
short duration and to ja jnoderaJte Mf^oumL A 
laW'^uity thorefi^re, leavj&s both parties <:oBsidjer* 
ably popcer than it fouiiyd tlieqa. He who is past 
loses both his owa expenses, wd 9UQh part of 
those of his adversary as he is condemned to pay ; 
and rarely does it happen, that he has made pro- 
vision for this unexpected event by previous re- 
trenchment. His successful opponent also pays 
his part of the expenses either firom his capital, 
or from what he would otherwise have added to 
his capital. If he acquire a new possession by 
the sentence of the court, he will not, indeed, be 
impoverished by the expense ; but this circum- 
stance does not prevent the reduction of the na- 
tional wealth. What the one party gains is less 
than what the other loses, by the whole amount 
of the law expenses. If the dispute regard mo- 
ney, more is taken from the pocket of the one, 
than comes into the pocket of the other ; if it 
regard land, the expenses must be paid either 
from the moveable property of the parties, from 
the proceeds of a loan, or by a sale of part of 
the estate. In which ever way it may be done, 
part of what was formerly capital is devoted to 
the expenditure, the attorneys, counsel, and 
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derks. Should) the state ky a tax ou the pn>. 
ceediDgSf a farther sum must go to the paUic 
service. This portion of ct^ital, still more cer* 
tunly than liriiat is paid to lawyers, will instantly 
be consumed, and the productiye stock of the na- 
tion win, to that amount, be reduced. 

Taxes on law proceedings, then, being unjust 
in principle, adverse to equality c£ civil rights 
and injurious to 'national wealth, should be eXi 
panged from the finanrifll code. 
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CHAPTER I. 

General Observations on Indirect Taxes. 

It has akeady been shown that taxes which af- 
fect all kinds of rent fall ultimately on the prck 
prietors of those rents, without their being abte 
to recover any part of such taxes from other 
members of the state. * The same observations 
may be extended to taxes affecting equally all 
profit of stocky or all wages of labour. 

Were every species of mercantile profit to be 
equally taxed» it would be impossible for mer- 
chants and manufacturers to throw my part of 
the burden from themselves oil others j for in 
whatever, way they might employ their capital$f 

♦ Fvt t. Chap. II. Sec. t 
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if they derived the same profits^ they would con- 
tinue liable for the same contribution. Unless 
the duty were so oppressive as to force capital- 
ists to send their wealth to other countries, the 
whole capital of the nation would remain undi- 
minished ; the demand for that capital, on the 
other hand, would not be increased ; and there- 
fore the ^oss profits, from which the tax would 
be a deduction, must necessarily remain un- 
changed. Such a duty, If it could be levied 
equally from all profits, would be a direct tax on 
capitals. 

In like manner, an equal tax on the produce 
of every kind of labour will rest finally (m the 
workmen, unless it be so high as to occasioa 
•migration, or, through absolute want, to exter* 
minate a portion of the people. Without some 
alteration in the number of workmen, or in the 
demand for their labour, no tax, however op- 
pressive, if affecting every kind of employment, 
could occasion the smallest rise in wages. Hie 
competition between masters on the one hand, 
and labourers on the other, would remain pre- 
cisely the same as before the tax had been im- 
posed. 

It is olherwise with a tax affecting only parti- 
cular profits and wages^ or affecting the several 
branches of trade and manufacture in difierent 
degrees. The consequence of such a tax is to 
repel stock and labour from what is rendered, for 



a tim^ a disadvantageous employment The 
quantity of the commodity brought to market is 
consequently reduced, while the demand for it 
remains undiminished ; and the competition be^^ 
tween buyers and sellers being thus atteredi the 
price of the commodity advances, till the la« 
bourer^ manufacturer, and merchant, are again 
put oa a footing with those engaged in othet 
branches of trade* In order that this should 
take place, the rise of price must be such as to 
devolve the whole duty on the consumer, toge« 
ther with a profit on the advance of that duty. 

It is true, that we cannot always trace an ac« 
tual diminution of the accustomed supply as a 
practical consequence of a new duty imposed on 
a particular commodity*. The articles usually 
selected for taxation are such as are in brisk de« 
mand ; such as are gradually drawing towardd^ 
them more of the national stock and industry* 
In this case, the tax, though it does not actually 
diminish the quantity brought to market, retards 
its increase, till the progressive demand has oc- 
casioned an advance of the price. 

It also occurs in many instances^ that the ne« 
cessity imposed upon the merchant or manufac** 
turer, of advancing the tax to government, be<* 
fore he can levy it from the consumer, ifrithdrawsi 
part of the stock which he formerly employed in 
his trade* This it does in a manner that edcaped 
observation* The same money continues vested 
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in the business, but it is less efficient in bringing 
forward goods for sale. The same stock, it is 
plain, cannot serve two purposes : what has been 
paid to government can no longer be available 
for manufacture or importation* That firom 
which a part has been taken, can no longer per- 
form all the functions to which it was adequate 
while entire. Although, therefore, none of the 
capital should be withdrawn to be vested in 
other employments, the supply of the market 
must be immediately reduced by the necessary 
iteration of the tax itself; and, if the demand 
continue unchanged, the price will instantly ad- 
vance. 

it must be remarked, however, on the other 
liand, that the rise of price has always some ten* 
dency to restrict the use of a commodity, and 
that, if the rise be very rapid, the decrease of 
consumption may, for a time, be greater than the 
diminution of the supply* Tliis will be experiea* 
ced whenever, without any apparent change in 
the style of living, the commodity can be dispen* 
sed with, or when some other article, nearly equi« 
valent, can be substituted in its place. In such 
cases, the demand will decline, upon an ad^^nce 
of its price, and the dealer will be unable to 
draw back his tax from the consumer, otherwise 
than by actually vesting* some part of his capital 
in other emplojrments. In doing this there is 
always considerable inconvenience and loss. A 
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Miicw branch of busmess does- not at once present 
itself^ or, if it* does, it may be one, in which, 
firom want of knowledge,, or o£ previous ar- 
rangements, firom acqmred habits, or an idea of 
degradation, he who has not been bred to it, is 
unwilling to engage. He is therefore disposed 
. to continue his old trade.fbr some time even un- 
der its disadvantages, in the hopes that otheiB 
' will be induced to withdraw from the business 
or that the progress of wealth, notwithstanding 
' the new duty, will increase the demand. . 
y' If the article that is taxed be produced at 
(home, the dealer will be able to throw most of 
this temporary loss on the manufacturer, and he 
again will devolve the greater part of it on the 
''Workman. It is much more easy for the mer- 
'chant to make some change in the commodities 
.which he is accustomed to buy and sell, than for 
'the manufacturer to find a new direction for his 
utensils and machinery ; and, unless a very con- 
'siderable fixed capital be employed^ it is more 
-easy for the master to contract the amount, or 
change the nature of his manufacture, than for 
the workman to Acquire dexterity at new ope* 
rations, however analogous to those to which 
^e has been accustomed. The consequence is> 
that, for some time, there will not be a reduction 
in the quantity of. the commodity brought to 
market sufficient to enable the dealers to procure 
ia rise of price. Whatever, therefore, is pa'd tc^ 
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govemmeiit will^ for a period, longer or shorter 
ocoordiog to ciituinsiancefl, dininish the nett 
profite and wages of those cn^piged in the pro- 
duction or importation of the commodily. Du- 
ring this period, what is Boeaat to be an indirect 
tax, will really be a direct tax on ibe worianan^ 
on the manu&cturer, and occasionally, too, 
though for a shorter time, on the importer and 
retailer. Accordingly, whenever there is a ru- 
mour of any new tax of an indirect nature we 
find the consumois, who are ultimately to be af- 
fected by it| quite passive ; while every dealer in 
the artida exerts an opposition so strenuous, 
(that it is obvious the measure in his opinioOi 
threatens to be detrimental to his private inte- 
rests. |n the course of a few years, sometimes 
c£ a few months, all the outcry againat the new 
4ttty has usually subsided, the profits and wages^ 
in the particular branch of trade that was said to 
be ruined, having again risen to their former 
level. The hardships imposed on particubur de- 
acriptions of the iidiabitants have then disappear- 
ed, and the tax^ having been devolved on the 
consumers, is no longer partidl or oppressive. 

Neither are indirect taxes severely felt by those 
on whom they are intended ultimately to be im- 
posed. Such taxes are paid by the people from 
that part of their income which they would other* 
wise have expended, and in the manner that is 
least obvious to remark. As taxes increase^ 
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the prices of particiilar commodities advance ; 
but there is no circumstance to point out what 
part of this rise is owing to the tax, and what to 
other causes. All that the people know is, that, 
from year to year, the same income will afford 
them fewer comforts or lulxuries. In proportion 
as they experience this, they exert themselves to 
add to their incomes, or, if this be impossible^ 
they have recourse to more narrow economy* 
According to taste or habit, some will abandon^ 
or very much restrict, the use of a few commo- 
dities which they can most easily dispense with, 
while others wiU endeavour to extend a portion 
of the necessary retrenchment over a greater va- 
riety of indulgences. In either way, the tax will 
be defrayed from that revenue which would 
otherwise have been consumed, and though the 
gratifications of each person will be diminished, 
the capital of each, and consequently that of the 
nation, will be unimpaired. 

By direct taxes, certain sums are openly taken 
from individuals, and applied with perfect public 
city to the wants of the state. 

By indirect taxes, the same sum is levied from 
the people, the same diminution of their comforts 
is effected ; but in place of being demanded open- 
ly, at stated terms, the contribution is taken, so 
to speak, by stealth, in infinitesimal instalments, 
and under cover pf the price of commodities^ 
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from whicbi in our conceptioD^ it is never do- 
tached. 

Indirect taxesy accordingly, occasicm so little 
complaint, that if imposed on a variety <^ com- 
modities, and in a variety of ways, so as to con- 
ceal the real effect of the duties in enhancing 
prices, they may be carried to a very great ex^ 
tent, without attracting public notice, or inju* I 

ring the popularity of an administration* Every 
one may be sensible that the difficulty of livings 
pmnually increases; many may be convinced { 

from reasoning, that this is the imavoidable con- 
sequence of indirect taxation ; but every indivi- 
dual addition to the existing burdens will appear 
trifling in itself, and the general amount of each 
man's contribution, being spread over a great 
variety of items of expenditure, with which it is 
almost inseparably blended, will neither be accu- 
jately ascertained, nor at any stated periods for- 
ced upon his attention. 

J . This mildness in the operation of indirect tax- 
es, while it mitigates opposition and allays po* 
pular discontent, is apt, at each successive in- 
crease of the public revenue, to encroach some^ 
\vhat on capital. Many are apt to overlook the 
effect of the new taxes altogether, and to delay 
Retrenchment, until actual difficulties, or at least 
experience of having exceeded a prudent ex- 
penditure, enforce its necessity. If, indeed, the 
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new duty on a particular commodity be high, 
the propriety of more rigid economy may be evi- 
dent ; and if the article can easily foe dispensed 
unthy the obvious mode of practising this econo- 
my will be to contract, or altogether give up, its 
use. But if the commodity, from habit or fa!*- 
shion, cannot easily be relinquished, and if, at 
the same time, the tax upon it be moderate, most 
people will be satisfied with a general resolution 
to retrench, without calculating, very nicely, how 
much it would be proper to save, or in what spe- 
cific manner that saving is to be accomplished. 
Even at the end of the year, they will be apt to 
flatter themselves, that the excess of their ex- 
penditure arose from accident, or from advances 
of price which will not last ; and it will require 
the experience of a longer time to convince them 
that, if they wish to adhere to their plans of bet- 
tering their own condition, and providing for 
the comfortable establishment of their families, 
more rigid attention to economy is indispensable. 
Until this conviction takes place, the amount df 
the tax is not saved from expenditure, and there- 
fore capital is eit}ier actually diminished, or at 
least retarded in its accumulation. Had the same 
sum been levied directly, the visit of the tax-ga- 
therer would have prevented all self-deception 
respecting the amount of the contribution, or iis 
efiect in ^bsorfoiog a portion of each man's free 
income. 
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If the sum to be raised be small, i» if thetaau, 
ea be dtfilused over a variety of articlea of coa- 
8mD|)ti<ni« or if, Id place of being imposed oa 
those articles themselves^ they be levied aore 
iodixectly on commercial tranBactjons ; in these 
cases, the sum contributed by each individual is 
likely to escape observation, and consequently to 
have a disadvantageous effect on private wealth. 
If, on the other hand, a very heavy tax be laid 
all at once on a particular commodi^, or on a 
specific employment of stock or indu^y, it will 
be more ^t to be productive of consequences 
injurious to the interests of those who deal in 
tl^ article that is taxed, fioth of these objec- 
tions, indeed, are removed by time. Unless the 
demand for the commodity permanently decline, 
while a great fixed capital is already destined to 
its production, the advantages atteadii^ the se- 
veral branches of trade will soon be restored to 
Uieir natural equipoise ; and unless insecurity of 
property render the people listless and indifier* 
ent to their fate, private parsimony will, in a 
short time, check inconsiderate expense. In 
theory, therefore, indirect taxes i^pear to be 
gready preferable to those that are direct ; but 
when we come to examine them more closely, 
\te may perhaps find disadvantages, in each 
mnAo nf levying them, sufficient to shake our 

ce in this conclusion. 

nnumerable expedients that have been 
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resorted to for levying indirect taxes may proba« 
bly be all arranged under four heads. 
]• Taxes on Consumable Commodities. 

2. Taxes on Commercial Transactions. 

3. Taxes on tie Profits of particular Trades 
and Professions ; and> 

4. Tax?s levied by means of Mt 
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CHAPTER II. 

OfT€ats on ComumaMe Commodities, 

SECTION I. 

Of Taxa on the Neematitt of jAfe. 

" By necessaries," says Dr Smith, • " I uoder* 
« stand not only the commodities which are in- 
" dispeniably necessary to the support oi lif^ 
*' but whatever the custom of the countiy ren- 
** ders it indecent for creditable people, even of 
*' the lowest order, to be without'* 

Tlie operation of taxes on such commoditiea, 
bas been supposed by this profound author, and 
by many who have implicitly adopted his opi- 
nions, to be very different from that of taxes <hi 
what, not coming under the above descriptaoii, 
are denominated luxuries. 

Although all taxes on consumable commodi- 
ties fall on the consumers, it has been contended 

'«ltb sf NatuHU, Book V. Cbi^. II. Tut II. Art. IV. 
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that those which aflfect the necessaries of life do 
not rest there; ,but that, by raisii^ the rate of 
wages, they enhance the price of manufactures, 
and are ultimately paid by the consumers of lux- 
uries« 

What is paid to the workman in return for hia 
labour is not properly the money, but what the 
money will purchase of such articles as are re<« 
quisite for his own subsistence and that of hia 
family. If, in consequence of taxation, or other- 
wise, the necessaries of life should rise in pricte^ 
the same coin will purchase less of the means of 
subsistence, and therefore the workman wiU.de-^^ 
mand and obtain a greater quantity of coin in 
return for his work. The quantity of necessaries 
equivalent to a day's labour is deteSrinined by that 
competition between labourers and employers^ 
which has undergone no alteration^ A tax, on' 
necessaries raises their price, by the amojont of 
the tax^ and by the profit of the dealer who ad-> 
vances it to government ; it must consequently^' 
in order to restore the equilibrium, raise the 
price of labour in an equal degree. 

<* As the wages of labour," says Dr Smith, 
<< are eveiy where regulated^ partly by the de*; 
<< mand for it, and partly by the average price of 
<^ the necessaiy , articles of sub^stence, what- 
^* ever raises this avers^ price must necessarily 
*^ raise those wages, so that the labourer may still 
** be able to purchase that quantity of those ne- 

VOL. nr. N 
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*• oessary articles whidi the state of the deiaaad 
*< for labour, whether inbreasiDg, statidnarjr. v 
•< declinii^, requires tfntt he should have. A 
« Ux upon thoee articles decessorflj ruses Uieir 
•* price somewhat higher than the amount of ibt. 
** tax, because the dealer who advances the tax 
*• generaUj gets it back with a profit. Such a tax 
*( must> therefore, occasion a rise in the w^es 
<■ cf laboar proporiioiiable to this rise of price. 

** It is thus that a tax upon the necessaries of 
** life operates exactly in the same manner as a 
" direct tax on the wages of labour. ThebAwui- 
" er, though he rriay pay it out of his h«id, 
" cannot, for any considerable time at least, be 
'« properly said eves to advance it. It must al- 
** ways, in the long run, be advanced to him fcgr 
** his immediate employer in the advanced rate 
*< of bis wages. Hisetoplayer, ifbeiaamaIu&c- 
*' turer, will charge upon tlie price of bis goods 
** this rise of wages, together with a profit ; so 
u that the final payment of the tax, together 
« with this overcharge, will &U upon the consu- 
«» mer."* 

Vrom this view of the subject, the impolicy of 

taxes on necesraries seems a natural inference. 

If such taxes, with the addition of ft profit to 

every maniiiacturer Md dealer, through whose 

te commodities niccessively passy OHttl 

h of NMlow; Biwk V. Cbl^. IL Fact II. Alt IV. 
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iddmately be paid by the consumer of luxuries^ 
it aeetm nnidi more for bis interest that the 
same codtiibution should be exacted from him 
in a less circmtoos manner^. That the consmBer 
of hixttries must ftinixsh a revenue to goren»> 
ment is no reason for his being burdened also 
With a number of successive profits on the ad<* 
Vflitfce c^ that revenue. Beside^ a rich nation is 
always exposed to considerable danger of having 
her manufactures sopq^tanted by poorer countries 
in which the wages of labour are cheaper, and a 
tax, which raises wages stffl higher, must in« 
crease this risk. 

There are not wanting^ however^ some consi-* 
dersitioAs from which a very opposite inference 
might be drawn. It ii only articles of general 
consumption that can be sources of any conn* 
derable revenue to the state; for, in others, the 
expMse of collection would absorb almost tfce 
whole of the produce. Of those articles of ge» 
neral cohsutpption, many are liable to so much 
coihpetition in the market, that even what would 
be tiiought a moderate tax would entirely ruin 
the manufacture. The luxuries that can be tax« 
ed being thus very much circumscribed in nam* 
ber, the duty on each must be so high that draw- 
backs become necessary on whatever portion of 
them is exported, and these drawbacks occa*' 
sion a defalcation of the revenue and a necessity 
for more taxes. The same high rate of taxation 
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increases the expense of coUecUon and the temp-> 
tation to fraud ; and thus burdens are accumu- 
lated on consumers greatly beyond all the pro- 
fits that would be charged on the advance of 
wages resulting from taxes afifecting the necessa- 
ries of life. Such taxes would difl&ise the reve- 
nue required by government so widely over all 
luxuries, that, although a very considerable sum 
were raised in this way, the enhaacement of 
price in any particular manufacture would be 
nearly imperceptible.* 

It would be superfluous to enter into a more 
accurate investigation of these opposite opinions, 
respecting the expediency of taxes on necesn- 
ries, for the position on which both of them rest* 
that such taxes enhance the rate of wages, is en- 
tirely a mistake. 

There can be no doubt that the rate of wages, 
like the price of every thing of which tiie quan- 
tity cannot be suddenly varied, depends, in a 
great degree, on the general prosperi^ of the 
country, on the increase or decay of the wealth 
of the inhabitants. When the people are beco- 
ming nxH% opulent, there is from year to year 
a greater competition of purchasers, while the 

* Theu Tjewi *era very ably ctBted in s muuscript einy 

Mich some time ago wai commuiiicated to me> If the aigu- 

ti coDtaioed in the Freoch publication, Le Reformateur, 

led to io the Wealth of Nations, be at all siniilar, tlirr 

Krt perhapi to abanrd ai Dr Smith imagined. 
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additional supply advances at a more tardy pace; 
when the people are becoming poorer, there are 
£rom year to year fewer purchasers, while, if the 
commodity be labour^ the supply of the market 
ca# be contracted only as the number of the in-^ 
habitants, by emigration^ fimiine, disease, or ce- 
libacy» may be reduced. In the one case, the 
competition of employers must raise the wages 
of labour ; in the other, the competition of work- 
men must lower them.^ It is therefore an un- 
doubted truth, that the advancing, stationary, or 
declining condition of a country, other circum- 
stances remaining the isame, regulates the man- 
ner, whether liberal, moderate, or scanty, in 
which a workman can maintain his family ; but 
Dr $mith seems occasionally to have forgotten 
.that this is merely an illustration of a truth of 
still more universal application, that all price or 
exchangeable value depends on the supply com- 
pared to the demand* 

It is too evident to require proof, that taxes 
on the necessaries of life can occasion no new 
demand for labour. Indeed, in as far as they 
affect the employees of workmen; unless the pub- 
lic revenue be dso expended on home produce, 
they tend to restrict that den[iand. Independ- 
ently, then, of their effects on population, they 
can occasion no rise of wages. Any such rise, if 
attempted, would instantly throw a part pf the 
people out of employment j for if more of the 
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fund destined for the fayroEDt of indusby were 
given to one workiPMi, leai ¥rauld remain for 
others. Those, however, yrbo vere Ads in dan- 
ger of being thrown idle, would speedfly reduce 
their deniands to the fimner rate, and all Ihe 
rest would be forced to fi^ow tiieir exjunple. 

Our enquiry, therefore, is limited very much 
to that point which has already been partialty 
examined* whether a rise in the price of the ne- 
cessaries of life has a tendency to d^wpulate a 
country.* 

" If a du^ be laid upon any cowmodi^ con- 
" sumed by an artizan," says Mr Hume, ** he 
" has two envious expedients for paying it t he 
•• may retrench somewhat of his exp^tse, or be 
" may increase his labour. Both these resources 
" are more easy and natural than that (^ height* 
" ening bis wage«."t 

. This <^inion ie id general just, although in a 
declining country it may admit of some limita- 
tioos. 

If a country be already dedining, a tax on ne- 
cessaries will accelerate the dept^Iation arisii^ 
from the decrease of demand for labour. Should 
the natiooal decay be rapid, a woricman, by bis 
utmost exertions, will scarcdy be able to procure 
aufficimt food for himself and his children, and 

See Book IL Cha^ IV. Sec. V. 
Hume'i Etwya, Pirt 11. Em*j VIIL 
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it is therefore impofistt)]^ &r bim either to re. 
trench his expenses or add to his labour. The 
tax will be ^ aggravatmn of his misery, ii^hich 
ipay foroe him to etnig^ftt^ or put a more speedy 
end to his wretched i^xf^nce, aad which, at any 
i:ate» will deter some of lAie uAmartied from em- 
barrassing themjselves with the tares of a family* 
In such unfprtunate drcumstMoes* aad by lucfa 
deplorable meaqs, a titx 00 necdstames wfli has- 
toi dep<^ulatipii, and consequently koep up, in 
some degree* th^ mte of wagies. 

Bfit in a thriving country^ a tax on neoessirieii 
can produce no such ^ffi^s. WhSe a stiite is 
prosperous^ the ipcreftSiBg demand will always 
enable a workmra* not only to rear children^ who 
11) tim? will supply the place of their paittits, 
l^ut alsQ to procure some little comfi>rts, and to 
indulge in occasional rel«;Kati<His« If a tax be 
laid on indiapensal^e necessaries, he will dther 
deprive himself of iH>me of those comforts, or 
df^y himself pitrt of his usual recreaticms, rathar 
than bring disttre49 vpon hi3 family. His child- 
ren will be re^ed, perbaj^ on plainer fibod, but 
with strength uiiifiQ^paired, 90A hdbits of industry 
at least as deeply rooted ; and however severely 
privations may be lelt whore there are few enjoy- 
ments^ nether will the rich be induced by such 
consideratiovs to raise the wages of their wotk- 
meut nor indeed cpuld they do so without re- 
trenching their other expenses, and by that means 
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contracting the deniand for some other Bpeae» 
of labour. 

A tax on necessaries nu^ indeed be so iiqudi- 
cJously imposed, as, for a short time, to discou- 
rage marriage. If the workman be made sudden- 
ly to relinquish a considerable portion of the cimd- 
fi)rts to which he has been accustomed, he will be 
less likely to contract an engagement bj which 
he must subject hirasdf to still farther privations. 
Even in such a case, a short period will reconcile 
the young to their new condition, and banish, if 
not from their remembrance, at least from Aeir 
Kgret, indulgences which appear beyond Hmr 
reach. New ideas of competency wiU become 
familiar to their minds, and when the demand 
for labour enables them easily to procure what is 
consonant to those ideas, the sentiments which 
prompt to marriige, and which, though repress- 
ed, are never eradicated, ' will again assert their 
influence, and, as fbrmeriyt be obeyed. A year 
(tf uncommon plenfy, or of bridt demand for la- 
bour, will give elfect to those matrimonial schemes 
which had been delayed, or encourage new ones, 
by which Uie uumbm of the people will be kept 
up. Should the tax be more gradually impcaed, 
the discouragement to marriage will scarcely be 
felt. The ideas of attainable comfort will be 
lowered by imperceptible gradations, and, pro- 
„:a^a it be left in the power of the Ubourer to 
is family in thc-mo^t pemirious manner, he 
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may at last be reduced to ^ state of extreme po« 
vertjr, without aoy dieck himog been experieu* 
ced in population. 

f By acknowledging that taxes upon the luxu- 
ries of workmen have no effect in enhancing the 
rate of wages, Dr Smith seems to have givfen up 
^e whole question. 

«* The Wgh price," says he, " of such commo- 
•^ dities, does not necessarily diminish the ability 
^< of the inferior. ranks of the people to bring up 
<< families. Upon the sober and industrious poor» 
^ taxes upon such commodities act as sumptuary 
'* laws, and dispose them either to moderate or 
** to refrain altogether from the use of superflui- 
ties which they can no longer easily aflford. 
Their ability to bring up famili^ in conse- 
quence of diis forced frugality, instead* of be« 
ipg diminished, is frequently, perhaps, increa- 
sed' by the tax.'' He then proceeds to show 
that it is chiefly to the families of the sober and 
industrious that we must look for the supply of 
useful labourers } and concludes, that '< though 
<< the advanced price of the luxuries of the poor 
'^ might increase somewhat the distress of disor- 
^* derly ftmiliefif,. and thereby diminish somewhat 
their ability to bring up children, it would not 
probably diminish much the useful population 
i** of the country.*'* 

* Wealth of NatioM, Book V. Chm. II. Part U. Act IV, 

6 
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This distinction, biE^veeD taxes affecting tbe 
qecessviea. end tkwe aflfeetii^ the luxuries, of 
tlie poor, is altogether itnagiiiju7< No nnti, in 
neyl Hf^ malces » form^ diviiboa of his iacove* 
amgoipg one portim of it to rotinteqaooe. 
and fifio^^ t0 {j^atijScDtiQii } far lev vovM 
he abide by this division, if ^ op^ation of n 
t^f or vny other circuvstaBc^ should dtprive 
him of pvK of what h^ was accustmu^d to allot 
to one of tho»fi classes of exp^nsCt A Bober 
workqoan dedicate to iadulg^uce qnl/ wbiA re- 
Wfups of bis time and income, after bavii^ folly 
provided the necessuiea of life ; ^ In his graU- 
^cations his family partake : the pniAigskd as- 
^gns for the maintenanctj of liis children the ca- 
sual remnant of his wages, afler having aatis&ed 
im own appetites, or uawillin^y resigns to them 
wch pittances as may be extorted by a seatt of 
shame, or wrung from him by the view of their 
Buff^ing^ Any reduction of income, in what* 
^yer way it may arise, will operate an the conr 
duct of those two persons in the manner that 
might be expected from their re^ective charac- 
ters. Neither will cgosider for a monent whe* 
ther the necessity of additional parsimony is oc- 
piaioned by the advanced price of his food, of 
his (dothes. or o£ his luxuries. If retrettdunent 
be necessary, it will be made, not preciady in the 
"*="''• **uit is taxed, but in that which can most 
spued An industrious and sober man 
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win abstaia fropci aoms i^f hk umol indulgences, 
that his cbiliir^ »»y noft aattn fimn a riie of 
the neceasaroes ^ li£9 ; a {Mrofligate, if bis most 
yicioas gratificatioits become mora expensive* 
ynSL curtiMl the necessary fiiad of his fitmilf. 
The number tbat aught be a:pectsd to act this 
latter part is hspj^y not very greatt and ^imild 
scarcely be incDeased by any i^^es of taxation* 
Hb» whose hqart is so far corrupted^ that, radier 
^an deny himself hjs usual ideasures, he can re* 
ject the supplicatipns of his diildren for food, wiU 
somi find, whether he be taxed or not, that his 
income is inadequate to his selfish gmtifications^ 
The effisct o£ tm» pa the necessaries of life 
will, therefore, be no more iojutioiis to popula- 
tion, than that of taxes oa the luxuries of the 
poor. Tlie seller part of workmen, adescriptioa 
which includes much the greater number, and 
nearly all who rear an industrious and useful fa« 
mily> if the diarges of living should increase, 
will sacrifice their qwa gratifications to the in« 
dispensable wants, of their children, or, by more 
unremitted labour, they will endea^rour to raise 
their income to an equality with their expense. 
The rate of wages in j^ucfa drcumstaoces will 
not advance } and indeed, in as &r as si^rior 
industry ms^ be exerted* it will even decline. 
Were each man to woik half an hour longer in 
the day, the quantity of labour iU; maiket would 
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be increased one twentieth part, and if there 
were na correspoiuling increase of demand, a 
competition^ for employment would ensue, by 
which the remuneration of labour would be re- 
duced. This consequence of a tax on the neces- 
saries or luxuries of the poor would probably be 
of diort duration. Few would persist in labour 
too severe for their health, in order to be able 
to aflford a few indulgences, much less essential 
to. their wiell-being than a state of perfect health. 
But the tendency of additional industiy to lower, 
the price of labour might at least counterbalaHce 
the effect of new privations iii checking marriage, 
and therein for a short time retarding the pro* 
gress of population. 

iln his opinions respecting the operation of tax- 
es on the wages of labour, and on the necessaries 
of life, as well as in his speculaitions concerning 
the, effect of corn-bounties, Dr Smi& seems to 
have been misled, by considering a rise in the 
pr^ce of necessaries as equivalent to a fall in the 
value of money. Yet there can be little doubt 
thjEit.tfae consequences of the one are very di£fer- 
ent from those of the other. 

A depreciation' of currency causes an equal 
rise ill the price of every thing that is to be pdid 
for in money, leaving the values of all commodi- 
ties, relatively to eadi other, unchanged. At 
the sanje instant, and to th^ same 4egree, it en- 
hances the money-price of necessaries and lux* 
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mieBf the nomdnal wages of labour, and the no- 
minal amount of those funds from which the 
wages of labour are to be paid. As each person 
can procure more pieces of money for whatever 
commodities he possesses, so he may also* with- 
out exceeding his usual expenditure, give more 
of those pieces for whatever article he may want* 
The very day after such a depreciation, the land* 
holder will find that he can get a higher rent for 
his land, the fanner a higher price for his com, 
the merchant an advance on the goods in his 
posseission« As each of them can procure more 
money, each will carry more into the market for 
labour, and this new nominal demand will in*: 
atantly raise nominal wages* None but those 
whose annual income is an invariable sum of mo* 
ney, would be either richer or poorer in conae^ 
quence of the alteration. Were the yard by which 
doth is measured to be shortened, the quantity 
in a piece might be nominally greater, but the 
price of each yard would be less, and the vdiue 
of the whole' piece the same as before. In like 
maimer, were the' guinea to be adulterated, the 
capital of each master might be converted into a 
greater number of guineas, but his outlays, whe- 
ther for goods or work, would to an equal ex« 
tent be increased. The alteration of the com* 
mon measure produces efiects destructive of each 
other, on all comimodities measured by it in order, 
to be exchanged. 
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A tax Oil tiie nebesnnes of lifi^ on the, otber 
laiid, prodtms no genend cflTect on the medium 
of exchai^, but^ vnA the exception of the artr- 
cles sobfected to tiie duty, leaves every common 
iky at its fonner um^f^ee^ It makes no di6 
fereifce whaterer cm die quantitj of gold and 
silver, nor in the demand for it ; die only cin 
cumstancea wli^ can aflect the value of those 
artides in comparisan with every other species 
of weaKh« It neither enaUes the landholder id 
get more lenty nor iJie fimner to get a higher 
money*price for hia pr odace, nor the deaier to 
advance the moliey-prioe of the goods itt his 
shop ; it oonsequently increases in no respect 
the nominal value of the funds destined^ for this 
employment of hbonr, without whicdi there cam 
not be even a nominal advance of wages. The 
asme quaothy of money, whether in pnssesaiQB 
of the workman or of his employer, is lenderad 
equivalent t6 a smaller portion of the particular 
commodity that has been taxed ; bui^ in coofe- 
pariscm with other commodities, it retains its 
pristine value^ After a tax had been imposed 
upon the netfenaries of life^ eadi master would 
be able to procure fewer of tbose necenaries in 
exchange for bis firods, and coasequently, if he 
continued to employ the tame number of ser« 
vants^ he must give fewer to eadi. Hhediould 
attami* to issue the sa&K quantity of subsistence 
as formerly, his stock would be exhausted before 
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the end of the ye^^ »Qd his labourart, fbrced U^ 
wek other mastdn, m>uld mcceMc the competi- 
don for employinent in other biancbeB. The 
^xmsequenecy thetefinret of raiBUig the Tsdue of 
the means of snbsistenoey ihdepeiidently of the 
use of money altogether, is to force endi warier 
limn to content himself with a more firngal main^ 
tenance ; and the use of money in fhcilitating 
the exchange of kbcMsr for the funds destined 
for its maintenance^ aa it can make no alteratkm 
in the totid amount of either, can mahe none in 
their values in relation to each other. A tax on 
necessaries neilfaer mcroases the funds that give 
eo^loymeat ta labonr, nor decreases die bqosp 
ber of |i0ople desitous of such employment^ nor 
doea it aibot tlto gtnend value of gold and ail* 
ver^ wMdi serve as tlte common measure of all 
vdues ( but it raises the price of the particidar 
commodily that has been taxed, whether tliat 
price be paid from tJM funds of the master, in 
the labour of the Hvorkman, or in the circulating 
medium of the country.. Eadi person who hsa 
occasion to pmcfaase those necessaries of Vte^ 
whatover kind of property or lidMnif he may give 
ht exchange, must pay t^ tax, without retribu^ 
tton, ett that ipianti^ of theAi Which he con* 



K for a conBidend)le timCf the prices both of 
necessaries and labour have been progressive^ 
this fact establishes no necessary connection be* 
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tween the iwo^ Both may probably be ascribed, 
in a great degree, to a progressive depredation 
of the precious metals, consequent on tbe fertili- 
ty of the mines, and the substitution over a great 
put of Europe, and particularly in England, of a 
pi^ier, for a inetaUic, currency. In so &r as this 
circumstance is insufficient to account for the fiict^ 
the rise of wages, in any particular countiy, must 
\x owing to the national wealth, and the conccMoj. 
jtant demand for labour having outstripped tba 
progress of population ; and tbe rise of necessa^ 
ries, to the population, aided by the profiiwHi in- 
Bcparable from affioence, having outstripped the 
progress of agriculture. -Both have their origin 
in national prosperi^; and perh^ a rise of wages 
can scarcely take place without occasitHUi^ at 
least a temporary advance in the price (rf'food. 
But, on tbe other hand, it is very possible, that, 
even with a dowly advancing demand for latxRir, 
deficient crops or injudicious taxes may raise the 
price of necessaries, without affecting wages, till 
all the little comforts of the people, one after 
another, are wrung from their gripe. 

If taxes on the necessaries of hfe fall without 
retribution on those by whom the necessaries 
are consumed, their extreme injustice must be 
apparent A labouring man, though he may 
waste less of the means of snbsiisteDC^ requires 
iater quantity of plain and wholesome food 
ias nourishment, than the indolent and in- 



CONSUMABLE: C03ICBI0BITI£S« gOO 

•a^vc. It is not in sudi articles^ but Ja luxuries 
and auperflaities^ .tiiattfae rich expend their ip- 
comea. TTieir own - consumption of what ar^ 
strictly necessaries, is considerably less than that 
-of the .lowest of their menials; and though a 
considerable quantity .of food may be warted in 
•their kitchens, or employed in maintaining a 
number of dogs and horses, yet, after the fullest 
allowance is made for every extravagance, it is 
impossible, to believe that this branfih of their 
expenditure can bear a fair proportion to the 
-extent of their wealtji. In place of increasing 
.progressively according to the fortunes of the 
.several jcontributors^ a t^x on necessaries suffers 
a progressive diminution* It overburdens the 
poor, to exempt the ridi. From the. Idwear or- 
ders it abstracts some of the few comforts which 
they enjoy, and which, in proportion to their 
paucity, are individually important to their well- 
being ; while from the opulent, who are protect- 
ed in the enjoyment of luxury, splendour, and 
power, it can scarcely be; said to steal one of 
those gratifications, whose absence, among the 
multitude that remain,. can never be discerned. 

In England, few taxes have been imposed up- 
on necessaries : those on soap, candles, leather, 
and^salt, being, perhaps all that come strictly un- 
der that denomination. In .Holland, such taxes 
formed a very! consideraUe part of the public 

VOL. ih» . . . o : * . 
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reveDue. Hiat, in the latter country, wages were 
h^, and the people remarkably easy in tbcir 
drcunratances, was not the result of the sysUa 
of finance} but must be altogether ascribed to 
the great sobriety of the people, the general ha- 
bits of economy which prevailed even among Ae 
rich, and the rqnd progress of weiMi whidi !»■ 
suited from such a state of manners. Had there 
been no taxes on the means of snbaisteBO^ there 
can be no doubt that the rate of wages would 
have been as hi^, and the condition <^ the peo- 
ple still more comfortable ; for it seems impowi- 
ble that any part of the wealth so widely diffii- 
Bed, or of the general proq>erity of the country, 
could have arisen from the lower orders being 
subjected to heavy and unjust contributions. 



SECTION II. 

QfTammlMxmia. 

AiMon the whole of tint part of each pep 

ion's income which is annually extended, is gi. 

Ten in exchange for some species of consumable 

cranmodity; either for necessaries which main- 

nsdf and bis finuly in life and healtb, or 
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ed ; for even a trifliog privAtion must be severe- 
ly felt by those whose comforts are fbw. For a 
similar reason, the luxuries of the middling ranks 
ought to be subjected to lower duties than those 
appropriated entirely to the opulent As a man's 
wealth increases, he no doubt becomes more 
profuse in the consumption of such articles as 
are used indiscriminately by all but the poor. It 
is not, however, in the purchase of such commo- 
dities that the greater part of an overgrown for- 
tune is expended ; but on articles of costly lux- 
ury or magnificence, to which inferior riches can 
make no pretensions. By increa^og the rate of 
duty, therefore, on commodities used exclusive- 
ly by the opulent, the public revenue might be 
levied with perfect justice from the several classes 
of the people. 

There is, however, a very strong, and often an 
irresistible temptation, when taxing luxuries, 'to 
depart from justice. It is only an article in gene- 
jal use that can yield a considerable revenue, 
without being so highly taxed, as either to limit 
its consumption, or to encourage frauds, or to ren- 
der the expense of collection disproportioned to 
the produce. The public necessities, and the de- 
sire of public economy, thus conspire in recom- 
inending taxes on the luxuries of the middling 
^apks, if not on those of ^he poor ; and, accord- 
ingly, an inspection of the imposts of any nation 
Europe, will prove that a disproportionate 
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sliarc of the public burdens is thrown on those, 
who, somewhat above the rank of workmeti, are 
still dependent, for part of their annual income, 
- on their own exertions. 

Taxes on malt and beer fall much heavier oti 
the luxuries, it might almost be said on the ne- 
cessaries, of the poor, than on those of the rich ; 
the quantity of malt liquor consumed by tfie *te- 
veral classes of society, bearing no fair propor- 
tion to tlieir respective incomes. As the tax on 
brewing is levied in England, it is still farther 
unjust; for all those who brew for their own 
consumption, that is, all the richest of the land- 
holders, are entirely exempted from a duty which 
bears hard upon the poorest of the people. • Tea, 
sugars, spiritous liquors, tobacco, printed cot- 
tons, and some other commodities, on which 
heavy duties are imposed in Britain, are used in 
nearly equal quantities by the middling and high- 
cr ranks, and several may even be considered as 
the luxuries of the poor. In a merely financid 
view, that some of them are foolish indulgences, 
and others pernicious, is wholly immaterial. While 
they continue to be used, the public revenue le- 

* There may have been reasonable oh|ection8 to the mode 
in which it was lately proposed to abolish this iniquitous ex- 
emption ;. but the oppontion that was made to the principle of 
the measure is the most scandalous instanoe afforded by. mo- 
dem times, of an open sacrifice of the interests of the com- 
munity, to those of the class which legislates for the nation* 
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vied, by means of them, will be a charge on the 
several classes of inhabitants^ diq[MX^KMrtioned to 
their respective degrees of opulence. Ifitbeim* 
practicable to increase the taxes on such commo- 
dities as are principally or exclusively appropria- 
ted to the ricbf justice would require scmie miti- 
gation of those duties which have been imposed 
on the luxuries of the inferior classes of sod^ ; 
and probably this mitigation, as will afterwards 
be shown, would, in many instances, be as expe- 
dient as just. 

It has already been observed, that indirect 
taxes, unless perhaps for a short time after they 
are imposed, are entirely paid fiom savings of 
expenditure, and therefore have no tendency to 
diminish the capital of individuals, or to exhaust 
the resources of the state. When snch taxes, 
Jhowever, are laid on consumable commodities, 
they can scarcely be levied without render- 
ing a portion of capital for a time unproductive, 
or made effectual, without occasionally absorb- 
ing the commercial stock of the fraudulent deal- 
ers. 

A tax on a commodity is usually paid to go- 
vernment a considerable tune, before the article 
comes into the possession of the person by whom 
it is to be consumed* It is only at the moment 
that it has completed its transition from hand to 
hand, tod through various forms, that either its 
price, or the amount of the tax with which it is 
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etmrgpif is taken from that portion of wealth 
wluch 18 destined for the consuaiption of its pro- 
prietor. Previously to this^ commercial stock 
was vested in the oommoditjry and the quantity 
of stodc so vested was increased by the amount 
<tf the tax. If a duly is levied at importation, the 
merchant will be obliged to advance it £rom his 
stock, till he can sell the commodity to a dealer; 
the dealer, till he can dispose of it perlu^ to a 
manufacturer; the latter, tiU, after having alter- 
^ its fonn, he can deliver it to the retailer ; and 
the retailer, till he can sell it to the person by 
whom it is to be consumed. In eveiy step c£ 
this progress, excq>t the last, the capital of which 
the several traders had been deprived is restored 
to them, only by absorbing an equal capital b&> 
longing to another trader ; and tiierefore at eve» 
ry instant of time^ the eflfeient capital of the na^ 
tioQ is diminished by the mode of levying the 
tax. Had the duty been payable only when the 
commodity came into the hands of the consup 
mer, the whole stock vested in trade would 
have continued its former fimctioos ; but if part 
of it be employed in advancing the money to the 
public treasury, before it can be procured £bom 
the private revenues of the people, less will re« 
main for making purchases abroad, or maintain- 
ing workmen at home. Should a duty of lOOL 
be levied at importation, the merchant must re- 
serve this lOOl. to advance the tax ; and if he 
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could ffxmeAy have purchased goods' to tfie 
amount of lOOOL, he must now restrict lus or- 
ders to 90Ql. Inthq same manner, the funds from 
which the manufacturer was accustomed, to is- 
.sue subsistence to his workman, are reduced by 
(Whatever additional price he is obliged to pay to 
.the: merchant for his rude material, or whatever 
,8um is levied by government on the process of 
his manufiicture. . . 

* Capital thus employed in advandog a fax 
jyields the ordinary rate of profit to its proprie- 
tor; and, therefore, is as advantageously em- 
ployed for his interest, as any part of hLs stock : 
but. much more is. taken fiom thjB pockets of 
•the contributors, than goes to the revenue of 
Restate. If the tax be levied at an early part of 
A process, so as to be advanced to government 
Cn a year before the article passes to the consu- 
mer, it will be attended with an overcharge of 
St least ten or twelve per cent. On the other 
hand, had the same duty been levied at the last 
step of the process, the same revenue would have 
accrued to government, while each consumer 
would have been able to expend on other gratt- 
fications this 10 or 12 . per cent of profit, char- 
ged for the ^vance of the tax. The public re- 
venue is not, increased; the several dealers re* 
ceive no more profit than they might have de- 
rived from the additional business which the 
portion of their stock so withdrawn would have 
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isnabled ihdm to transact ; and the consumer is 
-subjected to new and useless privations. 
' The capital, which advances the tax to govern- 
ment, is during that time prevented from giving 
any support to the industry of the country : its 
operations are as completely arrested, as if it were 
locked up in a strong box ; its power of calling 
^rth national industry, and maintaining nation- 
al population^ is as much palsied, as if it were 
lent to a foreign nation. All its action is com- 
pletely sounded, though it will again be re- 
8tored» when the commodity is ultimately dis- 
posed of to the consumer, and paid for out of 
that portion of his wealth which is set apart for 
iBxpenditure. The capital is not indeed annihi- 
lated, as it would have been if advanced to go- 
vemmient in any way that did not ultimately 
make it a charge upcm expenditure : it still ex- 
ists unimpaired, and may again be invested with 
all its productive qualities, by the repeal, and 
sometime by the modification, of the tax. 
• From the means, however, that are usually 
employed for checking the evasion of taxes on 
consumable commodities, not merely a tempora^^ 
ry, but a permanent, defalcation of capital must 
ensue. Smuggling, as it appears to do little in- 
jury to any one^ and to be a violation of posi- 
tive, rather than of natural, law, is viewed with 
8Qch indulgence by the people, that to enact se- 
vere punishment against it, more particularly if 
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that punishment be of a personal nature, out- 
rages all the feelings of humanity, and creates a 
strong and universal wish for the escape of the 
culprit. Against such general feelings^ a sense 
of duty in the revenue officers would be a weak 
defence, unless seconded by powerful motiyes of 
self-interest Hence the expediency of invigO" 
rating the exertions of those officers, by pre- 
miums proportioned to their success in detectjn^ 
illicit practices; premiums which may be paid^ 
without any expense to the state, from the con- 
jiscation of contraband goods. This confisca- 
tion, with the addition in some c^ses of a fine^ 
seems the natural and appropriate punishment 
for him, who, from the hopes of gain, engages 
in a smuggling adventure. If he be suooessfiilt 
he will enrich himself at the expense of the re- 
> enue ; if he be detected, it seems reasonable to 
exact from him a compensation for the public 
losses resulting from his trade. 

Every such confiscation, whether for the be- 
nefit of the officer or of the revenue, converts 
what was formerly ci^ital into a fund destined 
for immediate consumption. The funds so turn* 
ed to expenditure formed the stock of the smug- 
gler, with which he carried on his illicit trade $ 
and, though it furnished no revenue to govern- 
ment, it was as much part of the national capi- 
tal, as the stock of the fair trader ; in propw- 
tion to its amount and its mode of investment^ 
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giving as much encouragement to national in* 
dnstry, and making as large additions to the ag« 
gregate means of enjoyment existing in the coun* 
tiy. Every seizure, Uierefore, diminishes pro- 
ductive capital, and, by doing so, has a direct ten- 
dency to impoverish the nation. 

The dbjections to taxes on luxuries, which may 
be drawn from those topics, wiU, probably, in the 
minds of the people, and certainly in those Of 
their rulers, weigh very little against their mild* 
ness of operation. When, from its having be« 
come necessary to increase the burdens of the 
people, some degree of discontent may be ex« 
pected, it is natural that sources of revenue, the 
least oppressive in their immediate consequen* 
ces, should be preferred, until each luxuiy, both 
of the middling and higher ranks, be made to con- 
tribute as laigely as the circumstances of the 
country will permit. To taxes on consumable 
commodities there are therefore only two boun^ 
daries. The rate must not so far discourage thc^ 
consumption as to render the tax unproductive : 
nor must the expense of repressing smuggling 
be so great as to intercept above a certain poti^ 
tion of the receipts. 

When taxes on consumable commodities are 
canied as fiur as these their natural limits will 
permit, they are necessarily productive of evils, 
in comparison of which aU their advantages are 
insignificaQU 
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- Taxes, even though moderate, would seldom 
be paid at all, if any mode of evasion could be 
found that was less expensive. As the duty is 
heightened, the temptation to fraud is increased, 
and as new articles are subjected to imposts, 
those temptations are extended to more indivi- 
duals, and to new divisions of the country. It 
becomes absolutely necessary to station as many 
revenue officers in every district, as, by throwing 
difficulties in the way of evasion, may render the 
risk more than equivalent to the ordinary pro- 
fit of a smuggling trade. From the number of 
officers so employed, it is impossible to assign 
ftny considerable salary to each ; and from the 
odium attached to the office, nothing but high 
Emolument could render it desirable to a sober 
and industrious man, possessed of the requisite 
qualifications. Independently, then, of political 
Interest and intrigue, by which the most unwor- 
thy candidates are occasionally preferred, it is 
6ot very probable that inferior revenue officers 
should be men of such respectability, as to be 
above suspicion of connivance with those illi- 
eit dealers, whom it is their duty to detect. A 
close inspection of their conduct becomes neces- 
$afy ; and even the inspectors that may be appoint- 
ed over particular districts, if the taxes are so 
heflivy as to allow of a large bribe, will themselves 
require to be placed under a vigilant superintend- 
ance. In this manner, a vast multitude of reve* 
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nue officers, in proportion to the revenue collect- 
ed, becomes indispensable j the whole of whose 
salaries must be paid from the produi:e.of the. 
taxes, while their perquisites, being added by the 
dealer to the price of his merchandiise, become a 
new, and sometimes a very heavy, charge on the 
consumer. If a revenue to as great an amount 
might have been levied at less expense, all the.ad« 
ditional charges, whether for salaries or, fees to 
the officers, are burdens on the people for wh^ch 
they receive no equivalent. 

But the great expense of such a system is one 
of the smallest evils of which it is, productive. 
No plan of inspection or control can be efficient, 
unless powers, liable to great abuses, be commit* 
ted to the agents of government. Experience 
has shown it to be impossible, in many branches 
of trade, to discourage smuggling, without sub* 
jecting the dealers to the inspection of revenue 
officers, authorised, at their own discretion, to 
ransack work-shops and ware-houses. Under the 
pretence of duty, these officers may occasion un- 
ceasing trouble, reveal the most important ser 
crets, and in a thousand ways inflict vexations 
both teazing and degrading. In branches of 
trade subjected to such oppression, the rate of 
profit must rise sufficiently to counterbalance 
their peculiar disadvantages ; and this, too, is au 
additional tax i opposed upoq the rest of the na« 
tion. 
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When we reflect on the node and character of 
snbordinate revenue oflicerBy we can scarcely 
doubt that the powers entrusted to them will 6c« 
casionaify be made subservient to their own emo« 
hmient Being able always to torment, and some* 
tunes nearly to ruin, those subjected to their in« 
spection, their favour wilt naturally be courted 
hy many, who, without any intention of defraud* 
ing the revenue, will be wilfing to compound for 
relief from troublesome punctilio. But a con- 
nection of this kind, between a revenue officer 
and trader, is extremely apt to degenerate into a 
conspiracy to defraud the state. The officer^ 
senfflble that in case of detection he will be ca- 
shiered for what he has already done, will be 
willing to earn a higher bribe by a fiother depart- 
ure from his duty ; and the trader will fr^uent> 
ly be inclined, by an increase of the fees paid for 
forbearancCf to change that which is an aannai 
tharge into a source of annual gain. Thu^ 
through the introduction €i a dangerous recipn>- 
cation of presents on the one hand and frivours 
cm the o(^er, the veiy checks devised for the 
prevention ci smuggling will be converted into 
the most effectual means of promotii^ ilUcSt 
trade. 

This is only one of the thousand modes in 
which, if high duties be permsted in, eveiy con- 
trivance of checks and control, tlraogh efficient 
in accumulating charges upon the consumer, will 
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be impiAOBA 4bir thef pr&ventioii of fraud. When* 
ever occasiottal impunity will nearly balance the 
risk of d^teetion^ innumerable artifices, degnu 
ding in themselves^ and occasionally productive 
of tiie worst of crimes, will be resorted to, for 
the purposes of evasion. By the bulk of man* 
kind, smuggling is viewed with far diflferent 
fedings, ihnn crimes by which tibe security and 
happiness of individuals are directly impaired* 
Hie oqe will be practised as a trade bymcfiwho 
would shrifik, even under livety temptation, from 
the idea of the other* Yet it is diffimftt, or per^^ 
haps imposribl^ to be much employed in smug- 
^ng, without having aU the safeguards of virtue 
weakened or destroyed. Habits of deceit are ge* 
nefated ; the mind becomes accustomed to false- 
hood, or, if oaths are imposed by the laws, to 
perjury ; the plainest rules of mor^ty are disgui- 
sed by sophistiy, or habitually sacrificed to sel& 
interest ; the most positive laws of the country 
are set at open defiance ; situations arise in which 
abs^Qte ruin can be avcnded only by employ*' 
ing unlawful force, and in whidi tlds fbrce, if re* 
stated by the revenue oflScers, may terminate iii 
murder# Thus, the crimes of {»'evarication, di^ 
rect falsehood, dishonesty, violence, and some- 
times murder, are the necessary consequences of 
an injudicious sylstem irf" finance. 

Nor n it &e vulgar smuggler only whose 
mind isiK>mipCed by fraudiilent evaioon, or open 
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. .«£$. All those who are even 
jkd with illicit trade, all mer- 
uj^ctiirers, who, from their coimt- 
vucoura^ or direct others to prcva- 
^av^le, and to bribe, must gradually 
^ ^Qsibility to/ moral excellence; and 
a ,-« be higi^ the mode- of levying them 
ojis» or the means of evasiop. easy, such 
^v.<ts.will very generally prevail. . The fair 
..a.4kT, who disdained ' every species of fi^aud^^ 
^s^ikl be exposed to competition with men^- 
« jH), procuring their ootnmodities at a lower rate> 
^>ould constantly undersell him ; and although 
some of the latter descripti(Mi knight occasionally 
be ruined in character and in fo^tuiie, others,- 
trusting to better luck or superior cunning, would 
instantly start up to supply their places. It is 
not surprising, that, placed in such circumstan* 
ces, few people should adhere strictly to virtue. 
It is at all times dangerous to array interest in 
direct opposition to conscience ; and when the 
first deviations from rectitude are sanctioned by 
exajnple, and occasion no very perceptible injury 
to any one ; when, if concealed, they must lead 
to wealth, and even, if detected, will meet with 
very general indulgence ; when the attack on 
moral principle by such temptations is not oc- 
casional, but daily renewed ; the issue of the con* 
flict can scarcely be doubtful. The man, how* 
ever, who has once deviated from the strict linq 
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cf duty, has lost the beat safeguard of virtue. 
No longer possessing that delicate feeling of h0- 
nouTi which is the most powerful antagonist to 
sel&interest, he will afterwards be seduced by 
slight temptations to greater ofienc^s, till at last 
a sense of justice, unless enforced by the dread 
of punishment, will lose much of its salutary im 
fluence over his mind. No one will seruple to 
transact business with him, or say that he is ac^^ 
tually dishonest } but he will get the chafactei* 
of bekig sharp in his dealings, thstt is, of taking 
every advantage which the law allows, and of 
practising every knavery which does not sul]^t 
him to public disgrace** 

Taxes on luxuries, when they furnish a laige 
proportion of the pubhc revenue, are not lessre^ 
pugnant to the principles of free governmenf^ 
By putting an immense numbed of lucrative 
offices, adapted to various ranks, in the uncon« 
trouled disposal of the executive mi^strate^ 
they create an overwhelming influence, perva* 
ding every class of society, and every district 
of the countiy. However ruinous the^measures 
of administration may be, the most active and 

* It is bigMy probable that Ae ftbe dearancesi ftbe de* 
daratbitf, and fidse oaths, which were employed to disap- 
point the unprincipled restrictions hldy imposed, by ell the 
belligerent powers, on neutral commerce, have greatly eor« 
rapted the feelings, while they have certainly lofwered the 
character, of Britisb merchants. 
VOL. III. r 
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prompt support may be expected from ihose 
whose present subsistence and future prospects 
depend entirely on the favour of the court. Not 
only the officers themselves who are placed in 
this slavish dependence, but all those friends 
over whose conduct they possess influence, and 
every candidate for ofSce, with all his connec- 
tions, will be eager to recommend themselves to 
favour, occasionally by the sacrifice of their pri- 
vate opinions, and more generally by exaggera- 
ted fervour and persecuting zeal. Nor is this 
influence to be estimated merely by the num- 
bers, great as they are, whose conduct it re- 
gulates. This numerous body, distributed over 
the country, is ready to act, on the slightest inti< 
mation, mtb promptitude and effect, smd, befwe 
opposition can be heard, to pronounce an appa- 
rent decision of the people. The ignorant and 
fickle instantly throw their weight into that scale 
which seems to preponderate, and those who 
prefer their own ease to the interests of their 
country, join in reprobating what, by again agi- 
tating a question which, whether justly or not, 
has already been decided, is represented as an 
attempt to disturb the public peace, and to dis- 
seminate faction and discontent among the peo- 
ple. The ministerial party are a r^ular army, 
incited by the fear of punishment, and the hope 
1 ; Uie opposition, an undisciplined mul- 
}Uected, gome by conviction, others by 
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disappointmeiity under casual leaders, who can 
employ few excitements to stimulate to exertion^ 
and no immediate terrora to rouse the indolent, 
or fix the irresolute. The merits of the case 
must indeed be obvious, the subject of dispute 
important, and the patriotism of the people 
alert and energetic, if the former do not prevaLL 
It is difficidt, at the same time, to' remove this 
influence, without relaxing the whole system by 
which frauds may be repressed. No description 
of people have an interest sufficiently direct in 
the amount of the revenue to be safely entrust* 
ed with the selection of the officers. Private 
friendship, open canvassing, or secret corruption, 
would frequently ensure the appointment of per- 
sons unfit in every respect to execute the duties ; 
and sometimes fraudulent traders would succeed 
in (facing a creature of their own.in that office, by 
which it was intended that their conduct shpuld 
be controuled. Even if it were practicable to vest 
the appointment to the lower offices in some 
public body independent of administration, the 
power of promotion, and still more that of dis- 
missal, must be left with government, or ^t 
least with the higher revenue officers, who owe 
their places to ministerial favour. It is they only 
wba can know which of the inferior agents are 
qualified for offices of higher trust, and which oC 
them, from negligence, indolence, dissipation, or 
corruption, are unequal to their present duties. 



Ferba^f the onlj practicable irapravement would 
be to p^ce all the inferior officers entirely in the 
i^^potntment and control of the hi^er } leaving 
these last in complete dependence on govern* 
ment; to whom the produce of the public reve- 
nae must always be an object of the first im. 
pbttaoce. The reconunendation of ministry, ad- 
dressed to those who looked to than fw ftirther 
promotion, would still be conclusive j but as this 
Recommendation, if declared illegal, would sel- 
dom be issued, the influence arising from this 
source might be scHnewhat circumscribed. An 
administration might occasionally venture to 
cvad6 or disr^ard the law, for the purpose <A' 
6U^;ing a person whose support they felt to be 
essential ; but that baneiiil influence, which, be- 
ing parcelled out among their adherents, spreads 
corruption through every rank, coukl soucely 
exist* 

These objections to heavy duties cm luxuries, 
are in some measure a^^cable to eveiy mode 
ia wluch such taxes can be levied ; but a short 
caufflination of those modes will show that some 
of them are ol^ectionable chiefly on account of 
the expense and of the Acility of evasion, others 
from pervertiog capital irom its proper employ- 
meat, or nndermmii^ the virtue and patriotism 
«f the pe(^;de. 
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SECTION III. 

Ofihcieceral Modes of levying Taxes on Consumable Cm* 

modiiies, * 

Consumable Commodities may be taxed, when 
they are imported into the country; or when 
their form is changed by the application of la-i 
bour ; or when they pass into the hands of the 
consumer.. 

, I, Duties levied at the commercial peats are. 
known in England by the name of Customs. Ori- 
ginally they were intended to refund to govern- 
ment the expenses occasioned by the protection 
of commerce, and were payable chiefly on ex« 
ports to. foreign nations.* The duties op exK 
ports are now either entirely repealedy or inai^ 
nificant in their amount ; but those on imports^ 
which in general are of later introduction, form 
a very considerable branch of the revenue of the 
state. 

The chief objection to the customs is to be 
found in the great expense of collection. It is 
not enough that revenue oflBicers should be apr 
pointed at each principal port, in sufficient num* 

e 

• BlackitoDe's Commeiitsries, Book L Cluv. VIII. 
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bers to examine every article of merchandize 
that is imported, and with sufficient gradations 
of rank to check collusion with the traders; 
other officers must foe stationed along the coast, 
to prevent goods from being landed on the open 
beach, and these officers must be supported by 
a militaiy force strong enough to overawe the 
crews of smuggling vessels, as well as the peo- 
ple of the country with whom they are accustom- 
ed to trade. Ev^i this will not be effectual, un« 
less armed cutters are also employed to prevent 
smu^ling vessels from approaching the shore. 
The expenses thus accumulated bear so very 
hi^ a proportion to the revenue which is levied, 
that, perhaps, in no other way is so much taken 
£rom the pockets of the people beyond what 
reaches the treasury of the state. Tlie immense 
patronage thus thrown into the hands of govem- 
ment, and the consequent influence acquired 
over electors, and sometimes over representa- 
tives, are too obvious to require being pointed 
out. That revenue officers are deprived of 
the elective franchise, is but a slight check on 
this influence ; for they cannot be prevented 
from biassing public opinion, from canvassing 
for ministerial candidates, and from swaying the 
votes of their friends. 

But while high duties continue to allure ad- 
venturers in the contraband trade, all this crea- 
tion of officers will be unavailing for the preven- 



CONSUMABLE COMMODITIES. S31 

« 

tion of frauds. Penal statutes may be multiplied 
till they become a greater abuse than that which 
they are meant to check ; some delinquents may 
be severely punished by the confiscation of their 
ships and cargoes, or even, if it should be so or- 
dered, by imprisonment or death ; yet others, 
trusting in their knowledge of the coast, in the 
swiftness of their vessels, and, above all, in their 
good fortune; will be willing to incur the risk, 
in hopes of gaining the prize held out to their 
cupidity. Allowing that, by a very expensive 
establishment, evasions may be repressed in the 
•principal ports, what is called running of goods 
will always (except in time of war) be carried 
on along the coast ; and of all lands of smug- 
gling, this is the most pernicious. Being di- 
rected by people who have much at stake, and 
exercised by men inured to danger, and inspirit- 
ed by emulation with each other, and by hatred 
of their common foes, a contraband trade of this 
nature must occasion frequent appeals to force, 
and produce a habit of audacious defiance of the 
law, which can scarcely fail to generate every 
species of crime. There is but one effectual pre- 
ventive of smuggling, which is, such a reduc* 
tion of the duties as will render its risk more 
. than commensurate to its profits ; and while this 
measure is powerfully recommended by consi- 
derations of its beneficial eflfects on the morals 
pf the people, it is probable that, by putting an 
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PHd to evasion ef the mQderate4 ciutiesy it might 
not be found detrimental to the public revenue* 

Under the present syytem^ the capital of the 
imuggler ia often consumed in ccmsequeoce of 
iueizure ; and part of the capital cf the &ir trader, 
y^ advaaciqg the is^ to goi^emmenty is, in al- 
inoat every cas^ withdrawn from productive em- 
|>loyment For the former^ white a contraband 
,trade .existSf there is no remedy ; confiscation 
being the only punishment of smuggling which 
^t once accords with the feelings of mankind, 
and tends powerfully to the detection of detin- 
I|uent8. But there seems Uttle difficulty in alle- 
viating, in some degree, the latter evil. 

Several commodities, in place of paying do- 
•ties when imported, are allowed to be stored in 
public warehouses till they are wanted either for 
.re-exportation or home-ccmsumptton ; at which 
period only, the duties must be dischaiged. 
. This r^ulation h^s been introduced chiefly with 
regard to gc^pds on which the customs are drawn 
back on re-exportation, and was perhaps intend- 
ed fully as much to check frauds in charging 
4i^whapks, as to favour the merchant. But there 
.seems to be no good objection to its being ex- 
tended to most of the' duties levied at imports- 
.-tion. Were tl^s done, no part of the merchant's 
stock woidd he locked up in advancing the tax 
during the period, aometimes a long one, in which 
•he ibund it for liis interest to retain the commo- 
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dity in his po88e$Rion« When it passed from him 
to the retailer, or rather vihea the latter wished 
to withdraw it firom the pi4>Uc wardtouse, part 
of the capital of the country would still be un- 
productively employed iu advancing the tax to 
government ; but the time woidd be short, until 
the stock of the retailer, in consequence of a sale 
of the cmnmodity, was replaced to him fiom thfi 
revenue of the consumer. 

The customs, it ought $J»o to be remarked, 
give little opportunity for oppressing particular 
mercbantSt and consequently no pretence for 
any fees, except regulated fees, to the officers. 
The duty being accurately known, and being le^ 
vied when the commodities are taken Irom the 
ship or the public warehouses, there is no occa* 
sion for lodging in the hands of the officers any 
inquisitotrial powers. If higher fees, therefore^ 
are paid than those fixed by the regulations, it 
must be to procure conni\'ance, not to escape 
from vexatious scrutiny, 

II. What are called JS^ccise Duties are, for the 
most part, levied on goods produced or manu* 
factured in the country. Compare^ to the cus^ 
toms^ the expense of colleetion is consideraUy 
less. Fewer officers, in proportion to the reve*^ 
nue that is raised, are required, and no part of 
the establishment is wanted fyr guarding an ex- 
tended line of coast Compared, however, to 
direct taxes* the expense of the excise is very 
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high, and the patronage devolving on govern- 
ment is proportionjsd to that expense. Muchi 
more is raised from the consumers than reaches 
the coffers of the state, and this surplus is worse 
than useless, being employed in establishing an 
improper influence over public opinion. 

In checking smuggling, the system of excise 
is considerably more successful than that of cus- 
toms. It is much easier to establish officers all 
over a country in sufficient numbers for the in- 
spection of the manufactures that are taxed, as 
well as to keep those officers to their duty by su- 
perintendants of a higher rank, than to guard the 
whole coasts of a kingdom, so as to prevent goods 
from being landed during the night in remote 
and sheltered creeks. It is only in the very act 
of landing, that goods can be seized by the cus- 
tom-house officer ; for the moment they are feirly 
in the country, they are undistinguishable from 
those that have paid the regular duty. But the 
excise ^follows the article from the commence- 
ment of its manufacture till its delivery to the 
consumer. It takes notice of every change pro* 
duced upon it in the workshop ; and, by inspect- 
ing the stock kept on hand by the dealers, and 
making them show that every addition to it has 
been subjected to the tax, it so multiplies the 
probabilities of detection, that even the saving of 
high duties will not compensate the risks of illi- 
cit trade. Unless in parts of the country so thinly 



CONSUMABLE COBffMODITIES. 235 

inhabited, or so destitute of manufactures, that 
the produce of the taxes cannot afibrd a sufficient 
number of excisemen, whatever frauds are com- 
mitted must in general be ascribed to the conni« 
vance, rather than the deficient information, of 
those officers. 

The means, however, by which this superior 
efficiency is produced, must frequently occasion 
much vexation to individuals dealing in excise- 
able articles* Their workshops and repositories 
must at all hours be open to excisemen ; all their 
experiments and improvements must be exposed 
to them ; and sometimes, if the process must be 
carried on in their presence, there may be both 
delay and serious loss before their attendance can 
be procured. A d^ree of suspicion, too, may 
be attached to the character of a dealer, by more 
frequent, more public, or more rigid, searches 
than are common, and a time peculiarly incon- 
venient may be chosen for interrupting some of 
his processes, or ransacking his warehouses, on 
false or pretended information. To check these 
and other abuses by general regulations, would 
be to endanger the efficiency of the system ; and 
even to discourage activity in the officers, merely 
on suspicion of its arising from improper motives, 
would be to give a sanction to indolence and 
neglect. The defence that will be resorted to 
against vexatious strictness is likely to be occa- 
sional gratifications to the officers, and these gnu 
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tuities will, in many cases, introduce a conneo 
tion between the parties injurious to the morals 
of both* Those fees which become customaiT^ 
together with a full compensation for the trau* 
ble, vexation, and degradation, of lying at the 
mercy of excisemen^ will be added to the price 
of the commodity, and operate as an adiditional 
tax on the consumer. Unusual gratifications to 
the officers will generally, on the other hand, oc- 
casion a defalcation, to a inuch greater amount, 
in the revenue. 

The oppression that may be exercised by ex* 
dse officers, apparently in discharge of their du^, 
will furnish a ready engine by which the ven- 
geance of government may be directed against 
their opponents. The most intolerable vexations 
may be accumulated under cover of law^ the most 
unsullied character may be blasted by suspicions 
artfully propagated, and those may be ruined, 
who can neither be convinced nor overawed* 
Even if the administration should disdain such 
disgraceful vengeance, the low-bred officers em* 
ployed in the subordinate departments may adopt 
severity against the obnoxious^ as the most pro- 
bable means, in their estimation^ of recommend- 
ing themselves to promotion, or they may doak 
their own rancorous and outrageous zeal under a 
pretendedanxiety to discbarge their duty. Hence 
the manufacturers and dealers subjected to the 
excise may be esqpectrd to contract a slavish 
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caution in expressing opinions hostile to ministry, 
and a habitual repugnance to enter into politi- 
cal enquiries of which prudence must often con- 
ceal the results. When any considerable portion 
of a nation is so far humbled, the forms of free- 
dom may be retained to insult the people with 
the image of former liberty { but public spirit, 
the noblest gift of independence, the true spring 
of virtuous energy in the mind, the only peren- 
nial source of moral and intellectual excellence, 
will soon be extinct* 

It was not without reason, therefore, that our 
ancestors showed a jealous repugnance to the 
extension of the excise. Unhappily the demands 
of the public treasury have now \txj much aba-* 
ted this salutary dread of encrofu:hment on the 
liberties and independence of the people. Not 
only are numerous and most important manu« 
&cture8, those of salt,* soap, beer, spirits, vine* 
gar, printed cottons, glass, and many other arti- 
cles, subjected to the excise ; but the same sys* 
tern has lately, been extended, with all its dan- 
gerous powers, to several artiicles of importatioot 
The cellars of importers and venden of tobacco 
and wipe are now open to the unrestrained yu 
sits of the exciseman, equally with the workshops 
erf* the manufacturer ; and so beneficial has tnis 

* Although Uie salt duUes are under a difirent set of offi- 
cers, they are id ererj other respect the same with those of 
excbe^ 
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alteration been found in the mere view of finance, 
that there is reason to apprehend its speedy ex- 
tension to other articles of merchandise. 

Among such evils inseparable from the system 
of excise^ it might seem trifling to notice the loss 
of capital by the fines of delinquents, or its mis- 
application in advancing the duties to govern- 
ment, for a long period in some instances, be- 
fore they can be devolved on the consumer. 

III. By means of stamps affixed to the arti- 
cles sold, taxes may be levied on particular com- 
modities at the instant of their passing into the 
hands of the consumer. 

This mode of levying the duty, when practica- 
ble, has several advantages over both the cus- 
toms and excise. It occupies no part of the na- 
tional capital : the dealer, purchasing the stamps 
as he has occasion for them, or receiving a cer- 
tain number on credit, which he accounts for 
at stated periods, has neither occasion to with- 
draw any part of his stock from production, n<K 
any means of charging against his customers 
an advance upon the tax. The enormous ex- 
pense of excise and custom-house officers is also 
saved to the nation, one person being able to 
issue stamps and settle accounts with the dealers 
in a considerable district. This saving of ex- 
pense is attended with a proportional saving of 
corrupt influence; and there is no occasion to 
allow revenue officers, at their own discretion, to 
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search woi'kshops or warehouses, or to invest 
them with powers that may become engines of 
oppression and intimidation. 

It is extremely difficult, however, if not im- 
possible, to render such taxes productive. The 
commodity not being improved in beauty or 
usefulness by the stamp which is affixed to it, 
every purchaser will be desirous to procure the 
article without that costly appendage ; and most 
venders, having no direct interest in the produce 
of the tax, will be sufficiently disposed to oblige 
their customers at the expense of the revenue. 
No reward will induce the people to give infor- 
mation of evasions practised at their own desire^ 
and for their own advantage; and if^ occasional* 
ly, informers by profession may purchase, with 
the view of entrapping the dealers, this will mere-^ 
]y induce a temporary caution when selling to 
strangers, tiU the business of informer, from be- 
ing unprofitable, shall be generally abandoned. 
If the stamp be separate from the article, and 
only affixed to it, there is evidently no check, 
except in the mutual distrust of the seller and 
buyer. Should no third party be present, the ar- 
ticle may be delivered without any stamp ; and 
when there are strangers in the shop, the stamp 
may be sold, to be re-purchased at a more con- 
venient time. 

Were revenue officers, indeed, permitted at all 
times to search the shops, and, by keeping a re- 
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gular account of the quantity of goods, to ascer- 
tain that every reduction of that quatiti^ wag 
accompanied by a sioiilar reduc^on of the nom- 
ber of stamps in the possessioa of Uie dealer, eva- 
sions might, in a great degree, be checked ; bat 
the chief advantage of such taxes, in prevent!^ 
vexation^ would be sacrificed, and the affixing (rf* 
the stamp would give little or no security to the 
revenue, beyond that arising from a system of in- 
spection precisely similar to that of the excise. 

A much better mode, where it is practieahle, 
is to stamp, in on indelible manner, some part of 
the commodity itself lliis was done, till lately, 
in the case of hat», the linings of which were 
stamped, in place of having a slip of staflaped pa- 
per affixed to them, which, it might atirays be al- 
leged, after the purchase, had been lost Ilie 
duty could no longer be evaded, without some 
risk of detection, not only by those pKaeat tit 
the s^e, but by any one who might afterwards 
inspect the lining ; and this ri^ if the tax be 
moderate and the penalty high, it might be 
thought would have operated as a sufficient pre* 
ventive of fraud. 

In order that an artide should be capiAIe of 
being stamped in this manner, three different re> 
quisites nnist concur. 1st, It must be sdid, in 
order to receive the stamp, sdly, It must not be 
" 'Mble, otherwise a separate stamp will be re- 
ed for each distinct portion of it : and, Sdly, 
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Tlie article, or at least that part of it Dn which 
the stamp is affixed, must be easily removeable 
to a public office ; for, if* the carriage be expen* 
sive or hazardous, either a heavy charge will be 
added to the tax to cover that expense and risk, 
or the public officer must attend in each work- 
shop for the purpose of affixing the stanip, in 
which case there can be no check on coUusioii 
between him and the dealers. 

Few articles can be found in which these re< 
i|uisites meet so completely as in hats. All li- 
quors are excluded by the first ; every kind of 
cloth, leather, and paper, by the second ; and 
glass, stoneware, fiirniture,'and many articles of 
dress, by the third. Yet, notwithstanding this 
peculiar aptitude^ the duly on hats was lately 
repealed as unproductive. It was found by ex« 
perience that neither did the risk of incurring a 
high penalty deter from evasion, nor the pro- 
spect of reward induce any person to inform 
against his acquaintances. The taxes on gloves 
and on perfumery had been repealed some time 
before, on account of their inefficiency, althought 
with the view of enforcing the latter, revenue of- 
ficers had been authorised to enter the shops and 
warehouses of dealers, and to affix stamps to all 
the perfumery exposed to sale. 

It is not unlikely that quack medicmes also 
would be freed from the du^, if it were not 
considered as some check on a trade es^tremely 
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lidhte to «buie. Quack medicines, however, may 
possibly pay the tax more &irly than any of those 
articles^ the taxes on which have been repealed. 
They are usually ndd to strangers, not to regu- 
lar customers, and in such small quantities, that 
the duty on eaich particular package is too tri- 
fling to cover the risk of detection. The vend- 
ers, too, are seldom the compounders of the me- 
dicine, but agents, whose commission on the 
sales can scarcely indudi them to run any risk 
cf 41 heavy penalty, id order to save the tax to 
the pu^efaasers, and thereby encourage the con- 
sumption of the drugSp 

The chief, if not the only, other articles, still 
sulgected to this kind of duty in England, are, 
newspapers, almanacks, cards, and dice. 



CHAPTER III. 

OfTfixei on Cmmerml Trgmoftms. 

Thk great eMnmereial transaotknuft intof^oh 
all subordinate ones resolve themselves, or for 
which they are merely pr^iaratioiu^ are purchase 
and sdew With regard to the individualy t&ese 
are very diffiMrdrt tcansacttonst aad» in a^ &r in 
^eternal commerce is cdDcenied, th^ are also 
vferydMbfent in reqieet of the^ nattbn | but in 
^ bai^^aiiis between citizens, diere being alwayii 
a purchi^se wlien theiie is a^sa^e, they appear^ in 
rdation to the public, to be inseparably blende 
€d. If it be thought proper to tax the transfer- 
itoce of coratuodities, the duly may be levied 
&aBM^ the vender, or from the buyer, or partly 
fiom both ; but aa the* uldntate effect will be 
the sames, it will usually be found most expedi- 
ent to levy it entirely from the vender. Every 
person, if he pleases, may keep a very accurate 
account of all that he sells^ but no one could pos- 
aibfy render such an account of what he buys in 
very trifling quantities for his own consumption. 
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With regard to transactions with foreigners, too, 
a tax on sales comprehends aU the one side of 
the account, while the duties of customs are a 
much more certain way, than any declaraticm of 
the amount of purchases, of reaching the other. 

In every country, accordingly, in which this 
paramount commercial transaction has been ren- 
dered a source of revenue, it is the sale which 
has been taxed, and the vender who has been 
rendered acoountable to govemmeiri; for the 
duty. 

Were a tax so levied, as to aflfect every de^ 
acriptioo of capital equally, it has already been 
ahown*" that it would rest where it was originally 
laid, and cause a direct reduction of every spe^ 
cies dE profits On this supposition, di^e would 
be no possible way of avoiding the tax 1^ any 
change in the employmeist of stock. The proi- 
fits of the farmer, manufacturer, merchant, and 
retailer, would all be equally affected. The whde 
capital of the country remaining undiminished, 
and the u;»e8 for it unincreased, the gross profit 
could not advance, and therefore tl^ tax would 
be a charge on the nett profit^ reducing the sum 
which each dealer, without impoverishing faim. 
self, could annually a&rd for the expenses of 
his fatoily. 

No tax on sales, however, -can be levied so as 

t Book HI. Part lU Cbap. L 
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ta bear/ equally on aU descriptions of profit The 
several branches of the business of socie^ difl^ 
from each other in no respect more widely, than 
in the frequency of sales* A speculator some- 
times holds a commodity for a few days, at other 
times for years ; the capital of a foreign mer- 
chant may occasionally be employed for a great 
length of time, without his ever making a sale in 
his own country, by which he would be subject- 
ed to the tax ; and the proprietors of fixed ca- 
pital, although they sell the produce of their ma- 
chinery, never transfer that machinery itself. On 
the other hand, in many branches of trade, the 
yAxole stock goes from its proprietor, and in a 
very short period again returns to him. The far- 
mer sells the whole produce of his land,^ which is 
equal to the rent, his outlay, and his profit, once 
a year.; and some small retailers, and many ma- 
nufacturers, efiect sales to the amount of their 
capital in the course of a very few months. All 
these branches of trade at present produce near- 
ly the same annual profits, allowance being made 
for their several degrees of risk, trouble, incon* 
venience, or other disadvantages; and this equah- 
ty among them cannot be altered without occa- 
sioning a transference of stock from the one to 
the other, until the balance be again restored. 
A tax, therefore, on sales would be attended 
with an advance of gross profits in every branch 
of trade, in which sales were frequent, and this 
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advance of profit coald be got Only by an ad- 
vance of pricey throwing tiie tax entirely on the 
purchaser. Should diat purchaser be a dealo*^ 
he must add this additional pricCy with a profit 
on it» to the value of the article ; and, thus, dl 
the taxes paid on the various tranftn-ences of the 
commodity, together with profits on the advance 
of these taxes, will ultimately be chaiiged against 
the consumer, who, being the last possessor, baa 
no means of devolving them on any other mem- 
ber of the community. * 

It appears, then, that a tax on sales, equally 
with a tax on consumable commodities^ iftpaid by 
each person in proportion to the goods which Ke 
purchases for his own use, or» in other words, ac* 
cording to his expenditure ; but the fimner of 
these duties assets the several classes of society 
in a very unequal degree. 

Of the luxuries enjoyed by the rich, many are 
the produce of foreign soils, and of foreign la^ 
bour; while of the commodities used by the 
poor, almost all are raised and manu&ctured at 
home. To a tax on sdes, the former are liable 
only when passing from the importer to the re- 
taller, and from him to the consumer ^ but the 
latter are subjected to a new duty at every step 

^ The exceptions to this rule is the caies of fixed proper- 
tjr, and of sales by auction, were stated and consideied in 
FBnLiaiap.iy.SecIL 
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et their progress from their rudest to their mo&t 
finished state. The one may be taxed at two. or 
three transftrences» the other perhaps at twenty. 

Even after the commodity is in its finished 
state^ there must be several transferences of that 
portion of it destined for the poor, from which 
commodities^ of the very same kind, when used 
by the rich, are exempted. The poor must pu]>> 
chase-the articles which they want in small quan^ 
tides, from small retailers, who again are supplied^ 
sometimes through several intermediate dealers^ 
by those more extensive merchants from whom 
the rich procure directly the commodities which 
they require. The number of transferences be* 
ing thus increased, the taxes on the various sales 
will be accumulated, and that, advanced prices 
which is alwajTs charged against the lower orders 
of the people on' account of the smallness of their 
purchases, will be greatly enhanced by an unjust 
system of finance. 

Thus a general tax on commercial transactions^ 
not only aflfects all necessaries and luxuries in 
the same proportion, but, reversing that rule of 
contribution which is dictated by justice^ it im* 
poses the public burdemr on the various classes 
of society in the inverse ratio of thdr wealth. . 

This injustice, which seems : inseparable from 
taxes on sales, is but one of the modes in which 
they necessarily oppress the peojrfe. When such 
t«vfHi Ara levied, manufactures must decline, and 
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the "WBgtB of labour become inadequate to the 
support of the workmen. Before a commodity is 
brought from the rude material to that rtate in 
which it is used by the luxurious, it undeigoes a 
number of changes which require different kinds 
of machinery, different applications of labour, and 
different attainments in those by whom the se^* 
veral processes are directed. If, at every such 
change, a new du^ be levied, which is added 
to the price of the commodity, that price will 
at last become so high as to amount to a virtual 
prohibition of the manu&cture. Should the ha- 
bits of the people require a supply of the com- 
modity, it will be imported from abroad, pajring 
only one, in place of many, taxes on its transfer* 
ence. Should this be discouraged by high pro- 
tecting duties, or altogether prohibited by law, 
an irresistible temptation wiU be held out to 
amuggling, by which the revenue, and the morals 
of tlie people, will be injured, without the geneiai 
decay being even retarded. This decline will 
not be confined to one braqch of industry^ from 
which the o^ital and labour might, though with 
inconvenience, be transferred to some other ; but 
will pervade every manufacture of the country^ 
and occasion universal distress* 

The effect on goods intended for exportation 
will be still more ruinous than on those requi- 
red for home consumpticm. Every tax laid on 
such commodities is plainly a bounty to the ma- 
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no&ctuiers of foreign countries, enabling them 
to undersell at markets, ivhere nothing but cheap- 
ness can command a sale. The articles exported, 
if loaded* with taxes on every successive trans- 
ference while preparing for market, would neces- 
sarily rise to a price which could not be procured 
abroad ; pr, if it were attempted to remedy this 
evil by a bounty on exportation equivalent to the 
whole of those accumulated taxes on sales, a 
thousand frauds would be practised, by which 
the revenue must be materially injured. These 
bounties, to be effectual, must be so very high 
as to bold out a strong temptation to export 
goods, to be again smuggled into the country, 
and repeatedly exported. 

Manufactures, too, which, from particular 
advantages, were not altogether abandoned in 
consequence of a tax on sales, would be carried 
on without those subdivisions, which are oflen 
conducive both to the cheapness and perfection 
of the work. It would become an ol:gect of sucli 
paramount importance to avoid transferences, 
that the whole manufacture, joined in some in- 
stances even to the production of the raw mate- 
rial, would come to be carried on by great com- 
panies divided into subordinate branches. Those 
who conduct each process would have less interest 
in the economy, dispatch, and ingenuity, with 
which it is performed, when the profit arising 
from their knowledge and attention must be di« 
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vided with aU who are employed in the oth» 
branches of the manufacture. A general alovenw 
lineas may be expected to ensue^ each endeavour- 
ing to escape blame^ but little solicitous of unu* 
sual perfection* At the same time, there cannot 
be that emulation and competition between a 
few great companies, that spring up among m 
number of small manu&cturersy each anxious^ by 
rapidity of sales, to extend bis dealings. It k 
much more likely that extensive compaoiea^ o£ 
which the numbers in any one branch can never 
be considerable^ should combine togethier to eat 
bance their profits at the expense of the consu? 
m^ra. It .must be ^ manufacture most particu* 
larly adapted to the country which can continue 
to exist under reiterated^ taxep, if the several 
branches are carried on by separate companies ; 
or under neglect^ degradation of quality » anden* 
hancement of price, if all the processes are com* 
bined under one immense establishment* Ac* 
cordingly, to the Alcavalla of Spain, which is a 
general taxxm every species of sale, much of the 
decline of that country has been universally as? 
cribed.* 



* The Alcavalla and Cientofl amounted to 14 per cent, od 
each nle ; but by means of priviiegea granted to particular 
town* and provinces, they might be considered as in geoeni 
equal only to 6 or 7 per cent. See Tab. de L^Espagne Mo- 
derne par Bourgoing, Tome tl. P. 17* See also Townsend'i 
Journey dirough Spain, voL IL p. 226. 
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Hie only oircumatance that can alleviate the 
evfls of such a tax is the impossibility of its be* 
ing rigidly levied* If it be left to each dealer to 
render an account of his annual sales, the doty 
accounted for to government will be such as to 
elude suspicion of greater concealment than is 
customary in the trade, but very disproportion- 
ate to the actual transactions. To inspect all 
the dealings of eveiy fanner, manu&cturer, mer« 
cHant, and retailer, would require a number of 
revenue officers, more than sufficient to consume 
the whole revenue produced; to examine the 
books of dealers from time to time would mere* 
ly occasion two sets to be kept, one for the offi* 
oers» and another to narrate the real transactions ; 
and to force each person to swear to his accounts^ 
wotdd only add perjury to fraud. Indeed, if any 
mode could be devised for ascert^ning the 
amount of saled, the same mode ytovld also 
ascettain the amount of profits ; and in that 
case, there could be no otgection to the levy- 
ing of the whole of the public revenue by one 
general assessment. Such an inspection of pri- 
vate af&irs, if practicable, must occasion infinite 
expense, vexation, and oppression ; if inefi^ctua], 
it must still leave the tax a chaige upon the ho- 
nesty, rather than the transactions, of the seve- 
. ral dealers. In this last case, we may be tolera- 
bly certain that the duty, though nominally 
heavy, will, as actually paid, be very moderate. 
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A few may be ruined by adherence to trutb^ 
but the probity of the rest will give way ; and 
whatever manufacture or commerce is preserved, 
may fairly be ascribed to the immorality of the 
people. 

But though it is thus extremely difficult, if not 
impossible, to levy a tax proportioned to the 
amount of each sale, there are particular writings 
requisite to constitute, or to discbarge, obliga^ 
tions, which may be rendered invalid unless duly 
stamped. In this case, it may be thought that the 
interest of the parties will sufficiently ensiure the 
affixing of the stamp to the deed, and government 
may levy a duly on the stamps so affixed. 

The writings which seem essential to commer« 
cial transactions are chiefly three; minutes of 
agreement ; bills by which debts are acknowled- 
ged to be justly owing, and rendered payaUe on 
a determinate day ; and receipts by which it is 
ascertained that debts have been discharged. In 
many mercantile transactions, the delivery of the 
goods follows so immediately on the agreement, 
that regular minutes are unnecessary ; and there- 
fore a tax on such minutes of agreement would 
be a very partial and inefficient duty on sales. 
But whenever a commodity is sold on credit (and 
the amount of sales for ready money is not very 
great in a commercial country) a debt is consti- 
tuted for which there is frequently a precise 
term of payment 6xed by a biU j or, if this be 
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>vantiBg, some kind of discharge must be granted 
at the time that the debt is extinguished. To 
make it necessary to write all bills and receipts 
on stamped paper, is therefore a mode of taxing 
all sales, except those in which the money and 
goods are directly exdianged ; and to vary the 
stamp according to the sum contained in the bill 
or receipt is a mode of levying a tax, in some 
measure, proportioned to the amount o£ the 
transaction. 

Of the two, the tax on bills will be much more 
regularly paid than that on receipts. For the 
convenience of commerce, a very summary pro^ 
cess, bothw England and other mercantile coun- 
tries, has been adopted for enforcing payment of 
debts acknowledged to be due by bills ; and few 
creditors will be willing to relinquish the advan- 
tage derived from this circumstance, in order to 
evade a moderate tax. Besides, it has become cus* 
tomary for merchants either to pledge those biHs 
in security for their own purchases, or to deli- 
ver them to their bankers, who, kn6wing the ex» 
act day on which they will be reimbursed, are 
willing, for a small premium, to advance the 
amount. In these ways, the same bill, before it 
becomes due, frequently passes through a num< 
ber of hands, and discharges debts owing by peo- 
ple quite unknown to each other, and residing 
even in remote countries. All this the bill is en- 
abled to do, by the day of payment being pre- 



OF TAXES ON 

ciady fixedt and by the nmplicity aod expedi> 
tioQ of the legd process for enforcing it. The 
law has only to confine these advantages to hiUs 
regularly stamped^ in comparison with which 
those deficient in this formality will lose so much 
of their value, that scarcely any other penalty 
can be necessary to ensure the payment of the 
tax. 

It is otherwise with recf ipts» which are acknow- 
ledgments of a transaction with which no othef 
person, but the debtor and o^ditof, has any 
concern. If the oqe party has confidence in the 
honesty of the other, he reqiiires a discharge 
merely as a guard against irregulasity, forgetfid- 
ness, or death. Whatever serves to recall the 
transaction to memory, and* to put its actual ocp 
cunrence beyond a doubt, whether it may be re- 
ceived or rejected in a CQurt of law, is quite suf- 
ficient for the exoneration of the debtor. Any 
person, who, after being shown an unstamped dis- 
charge in his own bandi^writing, or in that of his 
predecessor, should still insist upon payment, be- 
cause the form of receipt was * legally invalid^ 
would be accented infamous ; and while this is 
tlie case, few people will be very SQlicitous to 
avert a danger so fully guarded against by a pu^ 
pishment far exceeding any advantage that could 
accrue to their creditor frdm dishonesty. It wiU 
not, therefore, be enough to render unstamped 
jeceipts invalid, unless a penaltv also be attach* 



COMMEIV^Ul T|14N0^CTIONS. %$$ 



(fd to 6vfery Evasion of the tax : nor' will even 
these penalties be generally effident, 39 many of 
the traoBactions will be between people in some 
degree known to each otiter, and who are very 
unlikdy to become io&riners from the expecta^ 
tton of re ward* 

* Accordingly^ in Britain* where bills ^nd re^ 
ecipts, untefls stamped, aire invalid^ there is per^ 
haps no instance of the tax on the fiMrmer b^ing 
evaded, while no modification or penalty has 
becin devised sufficient to ebforce, in ordinary 
tases, the tAx upon Uie latter. The alter^tioa 
by which the expense of the stamp was thrown 
on the person granting the receipt, in place of 
him demanding it, was an obvious improvement ; 
for some people will insist on every legal securi* 
tj which they are entitled to demand at the 
charge of others : but so' little apprehension is 
entertained of any one availing himself of the 
law to enforce a second payment of a debt, thatt 
even since this alteration, the tax continues to 
be very generally evaded. 
. It probably was unknown to the minister by 
whom the \n\l and receipt taxes were proposed, 
tibat, in pHnciple and tendency, they are precise* 
iy the same with the much^reprobated' Alcavalla 
of Spain. Like it^ Aey are taxes repeated on 
tech transference of a commodity ; like it, they 
fidl as heavily on necessaries as on luxuries } and 
it, they are more severe on the poor than on 

5 
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the rich, because l2ie goods purchased in stnsil 
quantities by the latter, have usually passed 
through a greater number of hands before reach- 
ing the consumer. The exemption of bills and 
receipts under the amount of two pounds ster- 
ling, in some measure diminishes the last of 
these inequalities, by allowing the transference 
of commodities from the small retaflers to the 
poor to be free of duty ; but in other respects 
the scale of stamps is so constructed, as to ten'- 
der the tax proportionally heavier on. small, thaa 
on large, transactions. That the injustice and 
destructive consequences of such taxes have not 
been felt in Britain, while the Alcavalla has 
been generally considered as one of the princi- 
pal causes of the decay of Spain, is eas3y ac* 
counted for from the difference in their respec- 
tive amounts. The Alcavalla, as imposed, was 
nominally fourteen per cent, and at a later pe- 
riod six per cent, on each sale, though it cannot 
be doubted that, from the difficulty of enforcing 
it, the sum actually paid, ^ould, in most cases, 
be much more moderate. The English stamps 
on biUs vary according to the sum, from one per 
cent, to one fortieth of a per cent, and on large 
sums the tax is still more trifling. The stamps 
on receipts are from about one third to one 
thirty-third a£ a per cent up to 5001., and still 
less for greater sums. So moderate a tax can 
have no very perceptible influence, either on in* 
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comfortt or national prosperity; but 
were it to be much increased, and such an in- 
crease, at least upon bills, may be apprehended 
from the ease of collection, it would both dimi« 
nish the few comforts enjoyed by the poor, and 
materially injurie every manu&cture carried on 
in the country. 

In so far as bills are obligations fpr permanent 
loans, the eflfect of taxes imposed on them have 
already been considered. * 

^ • Part I* Chap. III. 

} 
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CHAPTER IV. 

Of Taxes on the Profits qf particular Trades and 

Professions. 

« 
In place of taxing the articles imported, mana- 
fiictured, or sold, it has in several instances been 
thought easier to tax the dealer or person exer« 
cising the profession, leaving it to him to reim- 
burse himself by raising the price of bis commo- 
dity. This reimbursement he will always be able 
to procure, as every charge afifecting him in a 
greater degree than those in other lines of busi- 
ness, must diminish the competition in his branch 
of trade, till the profit rise as much as to restore 
the balance. Such taxes, then, are, in reality, 
duties on the commodities, although, from the 
mode in which they are levied, they may be free 
from some inconveniences attending the customs 
and excise, or exposed to others peculiar to 
themselves. 

Of this class of taxes, some are levied equally 
on every person exercising the trade or profes- 
sion } others are proportioned, with more or less 
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accuracy, to the extent of the business annually 
transacted* 



SECTION I. 



Ofgenerai Lkencei to exercise certain Trades and Prd* 

fesdonu ' 

When a commodity is subjected to an excise 
duty, it is usually found com^nient to enter the 
names of all the dealers in a register, by inspec- 
tion of which, the officers may easily midce them- 
selves acquainted with the residence of those 
subjected to their t^ontroL The register, at the 
same time, relieves those inhabitants, whosenames 
are not contained in it, from the discretionary 
visits of tax*gatherers $ and' thus the citizens in 
general, with safety to the revenue, may be ex* 
empted from inspection. In this view, licences 
must be taken out by many descriptions both of 
manufacturers and retailers ; by maltsters, brew- 
ers, distillers, paper-stainers, calico-printers, tan- 
ners, and manufacturers of vinegar, starch, anuii^ 
candles, soap, glass, and several other articles ; 
as well as by the venders of spirits, wine, tea» 
tobacco, plate, quack medicines, and some other 
commodities. 
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Similar licences are required for the exercise 
of a few trades which are thought, firom tiieir 
own nature, liable to abuse, and therefore pro* 
per objects of the inspection of the police. Of 
this kind, are the trades of hawker and ped- 
lar, pawn-broker, ale-house keeper, keeper of a 
lottery office, keeper of a private mad-house, 
and master of hackney coaches in London. It 
is wished that persons exercising these profes- 
sions should be under strict superintendance, 
and the entry of their names in a roister facili- 
tates the duty of the officers who may have oc- 
casion to enquire into their conduct Some- 
.times the licence may be intended for the in- 
formation of the officers both of revenue and 
police. 

Whichsoever of Uiese be the object, the does 
of the licence ought not, in this view, to exceed 
the necessary expense of keeping the roister, 
in which case, they would form no part of the 
revenue of the state. It is soon perceived, how- 
ever, that, under pretence of regulation, a tax 
may be levied without expense, and usually with- 
out unpopularitjT, and such an opportunity of 
concealing the public burdens under another 
.name is seldom neglected. Accordingly, while 
the lowest licence-dues in England are two shil- 
lings and six-pence a year, a sum probably equi- 
valent to the trouble of keeping the registen, 
dealers in fore^ kce pay three guineas, calico- 
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printefs ten pounds, pawnJirokersi in London 
ten pounds, bankers issuing notes tw£nt)r pounds, 
and horse-dealers in London twenty*two pounds 
ten shillings annually. 

It is only the moderation of most of the taxes 
levied by annual licences which prevents their 
injustice from being apparent. If they were laid 
to any considerable extent on a manufacture^ 
they would speedily force, all the smaller manu- 
facturers to retire from the competition, leaving 
a species of monopoly in the hands of the more 
extensive dealers. A tax which amounted to a 
mere trifle on a very great estabUshment might 
be entirely ruinous to those who were b^inniag 
to rise from the state of workmen to that of mas^ 
ters. While goods pr^ared in large factories 
might be ofiered for sale without any percqitible 
enhancement on account of the tax, there would 
be no mode in which smaller dealers could raise 
the price of their commodities, so as to draw 
back from the consumer those licence-duties by 
which they were oppressed. Such a system of 
finance, if carried to a great extent, would inter- 
pose an invincible obstacle to the gradual ad- 
vancement of the lower orders of the people in 
those branches of manufacture subjected to the 
duty, and in this way discourage national indus* 
try ; while, by repressing competition, it insu* 
red a monopoly price to the rich manu&cturers. 

licence-dues on venders of commodities, how- 
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ever high they might be, oould not drive fitmi 
the trade the whole of the smaller dealers, though 
they would greatly injure all whose sales were to 
a limited amount. In the great shops and ma- 
gazines destined to the supply of the rich, the 
demands of the poor can meet with little atten* 
tion. There must always be an inferior set of 
dealers to whom smaller sales are an object of 
importance, who have no genteel customers to 
be offended with the approach of meanness or of 
rags, and who keep articles of ruder workmanship 
and inferior quality. In each class of retailers, 
the tax would confer on those whose shops were 
most frequented a superiority very injurious and 
sometimes ruinous to the rest ; but still, all the 
present classes of retailers, notwithst»iding the 
several degrees in which they were affect^ by 
the tax, would be required by the wants df so- 
ciety. The dealers who were accustomed to 
supply the lower people woul^ be enabled to 
raise the price of their commodities sufficiently 
to induce the best employed among them, to 
continue their trade, or perhaps somewhat higher 
than this, from several of those formerly in the 
trade being obliged to betake themselves to 
other professions; and in this way, a licence- 
duty on venders would &11 very oppressively 
upon the poor. 

When licence-dues are first imposed, unless 
they 9re very moderate in amount, they must be 
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pardculaily severe on manufacturers who hove 
vested fixed capitals in madiinery, or have ac- 
quired knowledge and habits usdess in other 
professions. Such persons are under the neces* 
sity of continuing ai branch of business from 
which neither their capital can be removed, nor 
their personal acquirements advantageoiisly trans- 
ferred. For some time the same stock and in- 
dustry being employed in the manufacture, the 
same quantity of the article wUl be produced^ 
and the price will not rise. But as the demand 
pf the country is likely to increase, or at any 
rate the machinery wUl wear out, and the peo- 
ple already bred to the business will die, the 
price will ultimately advance so as to repay to 
the extensive manufacturers, who alone will con- 
tinue the trade, whatever duties they may be 
subjected to. Until this has. taken place, the 
tax will be a partial, and therefore unjust, bur- 
den on one description of the people. 

The same objection applies in a much less de- 
gree to licences on venders. It is much easier 
for a retailer to change some of the articles in 
which he deals, than for a manufacturer to alter 
the employment of his machinery, or direct his 
attention to a totally different branch of business. 
Were a licence-duty to a considerable amount to 
be imposed on the sale of tea, many of the deal- 
ers* who had been accustomed to sell only a 
small quantity of it, would abandon the article 
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altogetiber» and endeavour to extend tlieir bustf 
Bess in some .otker direction. The compe^on 
of tea-deakrs would thus be dimimshed, and tke 
price would rise suffciently to devolve the tax 
very speedily on the consumer. 

In all^ odier reqpects, annual licaices are a 
convenient mode of raisii]^ indirect taxes* They 
are attended with little expense in collection, re- 
quire no inquisitorial powers tQ be lodged in the 
baada of revenue officers, and can scarcely bo 
evaded* If levied by quarterly or nuHithly in* 
stalm^ats, which might easily be accomplished^ 
&ey would direct very little of the national Ga« 
pital.to unproductive ^employments, and if im^ 
posed chi^y .on the manufacture or sale c^ luxu^ 
ries used by the rich, they might af^portion the 
public burdens with sufficient equity according 
to the wealth of the contributors. It is true, 
that many of the articles at present subjectedto 
licences arc those used by the poor and mid- 
dling* classes, aa well as by the opulent ; ale, 
spirits, candles,, soap, leather, calico^ tobacco^ 
and tea : but the dues on such of these articles 
as are necessaries of life, should be merely suffix 
cient to pay the expense of registration, and 
higher taxes of the same kind (unless this branch 
of iievenue be rejected an account of the hard* 
sh^ wbich it imposes on the smaller dealers) 
might be levied from venders of foreign wines, 
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laces, paintingSy plate, jewels, and other common 
dities used cldefly or solely by the ridu 

In a few instances, in {dace of annual licence^ 
dues, a heavy tax is imposed on the entry to a 
profession. Thus a barrister, on being called t* 
the bar, pays fifty pounds, besides twenty pounds 
fiH his admission in either of the inns of court } a 
fellow of the College of Physicians pays twenty 
pounds, a doctor of medicine, by the diploma 
of a Scotch univerfflty, ten pounds ; and an at- 
torney, beside? a licence or certificate of ten 
pounds a year, pays one hundred and ten pounds 
pn entering ipto his apprenticeship, and twenty 
pounds on admission to exercise his profession. 
No mercantile stock being required in these 
professions, it seems to have been thought that 
those exercising them might, without much in^ 
convenience, be made to contribute to the pub* 
lie revenue. 

Such taxes, it must be evident, consume a 
part of the capital of the contributors. The 
money which is demanded by government, if 
left in the hands of its proprietor, although not 
wanted by him for his own business, would have 
been lent out to . some person who would have 
employed it in production ; but the moment it 
'is transferred to the public treasury, it forms 
part of the annual expenditure. Had the pro* 
fession required mercantile stock, there could 
be no doubt that the person entering upon it 
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would have had just as much less to vest in it,* as 
he had been deprived of by the fine ; and it is 
equally clear, that the stock of his father, bro- 
ther, or debtor, from whom he procures the mo- 
ney paid to government, must be diminished in 
the same degree. 

These taxes, like all others on particular 
trades, will be afterwards recovered by the im- 
mediate coDtributorSi and probably with lai^ 
profits on the advance. In some cases, the 
charges on the customers will be raised by a ge- 
neral regulation of the trade, which it would be 
discreditable for any member of the profession 
to infringe : in other cases, the regulated iees 
wiU undergo no change, but the profession itself 
will become less eligible to young men entering 
into the world, and, the competition for employ- 
ment being lessened, the business of each mem- 
ber will increase. It is probable that the high 
taxes on the apprenticeship and admission of at- 
torneys, have been one cause among others of 
the advance of their charges ; while the fees of 
barristers and physicians having remained un- 
changed, their reimbursement must have been at 
the expense, not of their clients and patients, 
but of the young men who werp prevented from 
entering into those professions. 

To the public, however, this circumstance oc- 
casions a much more irretrievable loss than the 
loss of money,— that of talent. A heavy fine on 
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adffliflfiion to a profession, in whieh abilities and 
diligence ^e requisite to success, may have con«- 
idemnj^ many a young man of eminent qualift- 
cations to a ploddhig or mechanical employment, 
defrauded him of honourable fame, which, in 
other circumstaQces, he would have earned, and 
robbed (he public of brilliant discoveries, or of 
important improvements. Such tiqces are usualf* 
ly defended as conducive to th|^ respectability of 
the profession, by the exclusion of men of mean 
birth and dishonourable habits. Talents, how« 
eypr, are not confined to any one rank in life, 
nQr is the power of disbursing a heavy fine any 
guarantee of superior education, honour, or inte* 
grity. If necessary, let the moi^s and attain^ 
ments of each candidate be strictly enquired in- 
to before admission, and by all means let every 
important deviation from rectitude be followed 
by exclusion from a profession in which knavery 
may be peculiarly injurious ; but let not pover-^ 
ty be classed y^ith dishonesty, and visited with 
li\ai punishment which may jusftly be inflicted 
only qn ignorance or vice, 
. In some instances, high duties on admission 
to a profession are particularly hard. To push 
forward a young man of very promising t^ent^, 
his parents will spmetinie^ deprive themselves of 
^very little luxury which they have been accus- 
tomed to enjoy. His education itself has caused 
them many a priyatipUi and at l^^t they are for^ 
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ced to submit to many moKf or perhaps to con* 
tract debts, in order to pay his fine of admission. 
If he lives, they look forward with fond antici- 
pation to their reward in the honours he will ac- 
quire to himself, and the protection he will a£» 
ford to their younger children. But before he has 
had q[>portunities to establish his fam^ his life is 
cut off, and his parents are left in poverty and 
dependence, to grieve over their blasted hopes, 
and bitterly to regret those sacrifices, which, al- 
though laudable and virtuous, have incapacita* 
ted them from doing any thing towards the edu- 
cation or establishment of the rest of thm fami- 
ly. When a fine of a hundred and ten pounds 
must be paid in London on entering into an ap- 
prenticeship to an attorney, and the half of that 
sum in other parts of Britain, instances of such 
peculiar hardship must frequently occur. 

In all cases, these high dues of admisaon ren- 
der professions, unavoidably exposed to many 
hazards, still more uncertain. Those who &il 
lose not only their time and the expenses of 
their education, but likewise this ticket of ad- 
mission which they have purchased from govern- 
ment : the successful advjenturers, besides draw- 
ing all the prizes in the scheme, are rewarded by 
the whole enhancement of those prizes, whidi 
has arisen from the increased price of the shares. 
It is much to be regretted that there are so few 
opportunities of rising in the world afforded to 
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talents* vben unassisted by wealth ; and that 
some of the most honourable professions, de- 
manding a long education and great abilities, 
must be avoided from prudential motives,* by 
many young mien qualified by nature to exceL 
That the risk should appear to them or tiieir re- 
lations too great, when success is indispensable, 
not only to their character, but also to their sub- 
sistencCf cannot, by any legislative measure, be 
prevented : but that mere avidity for pubhc re- 
venue should raise up additional obstacles to the 
progress of genius in an honourable career, could 
never be permitted by an enlightened statesman. 



SECTION II. 

Qf Taxes on particular Trades proportioned to the Busi'^ 

ness transacted by each Dealer. 

Tbe injustice of laying the same tax on small, 
as on extensive dealers* is so obvious, that no 
considerable revenue is likely to be raised by 
general licences. But if any mode coUld be 
found of varying the tax according to the amount 
of business transacted, this objection would be 
removed, and a revenue might be raised from 
consumable commodities less liable to evasion 
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limn the custom?, less prodnntivp 
than the excise, and cooadian&ihr 
in collactiun than eitlier. 

The wayg in which this has been __ ^^^.__ 
are chieMy three ; )st, By imposiDg a tax on each 
clerk employed in the business ; jdlj. By pro- 
l>ortiouing the licence^uty to the number and 
Hize of the utensils employed in particolar manu- 
liu tureti j and, Sdly, by proportioning the duty 
to the rent of shops used for the purposes of re- 
tail. 

]• A tax upon derks, book-keepers, salesmen, 
tad other descriptions of persons employed in 
tmiKHactiug business, is necessarily proportioned, 
in every branch of trade, to the amount of the 
annual transactions of the several dealers. No 
^H^rww, it may fiiirly be presumed, keeps idle 
clerks, nor is it possible to avoid increasing the 
number of assistants in proportion to the work 
to be done. In some branches of trade more la- 
bour is requisite than in others ; but in any par. 
ticular branch, the number of clerks will afford 
a tolerably accurate approximation to the quto- 
tity of business transacted in each counting, 
house. 

A tax upon clerks must be devolved upon their 
masters, because wages of one kind of labour, 
allowance being made for the agreeableness and 
respectability of the employment, must be equal 
to those of other kinds of kbour. For the same 
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reaaoH, the tax will be devolved by the master on 
his customeiSy nett profits being no way afiected 
by any tax which falls unequally on various em- 
ployments of stock. An assessment on clerks 
will thus very much resemble a tax on commer- 
cial transactions, though firee from some of the 
inconveniences to which the latter is exposed. 
Both will fall as heavily on necessaries as on 
luxuries; both will, to a certain degree, raise 
the price of commodities higher to the poor than 
to the rich, though this objection will be dimi- 
nished by the circumstance of the smaller deal- 
ers usually transacting a great part of the busi- 
ness themselves ; but the chief disadvantage of 
taxes on commercial transactions, that they ei- 
ther confine manufactures to great companies, by 
whom only all the various steps of the process 
can be carried on, or accumulate so many suc- 
cessive duties as {Mrevent the possibility of com- 
petition With foreigners, is entirely avoided.' 
The number of clerks in several small factories 
will probably be no greater than in one large es- 
tablishment^ where all the various processes were 
combined ; nor could any tax on these clerks be 
such as to ruin a manufacture adapted to the 
country. If, therefore, any mode ccnild be de- 
vised for preventing false returns, a greater part 
pf the public revenue than at present might be 
raised by an assessment on clerks. 
Tlie present duties are only from one pound 
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four shillings, to three pounds ten shillii^ on 
each clerk» and, being so moderate, are probably 
very fairly paid. But if they were so increased^ 
that the saving became an object of importance, 
there could scarcely be an effectual check on 
false returns. The number of clerks must vary 
so much according to the activity of the master, 
and the nature of his transactions, that no person 
unacquainted with the details of his trade could 
form a correct idea of those likely to be requi- 
red ; while the number of returns to be exami« 
ned would allow even many palpable frauds to 
escape detection. At the same time, to proclaim 
high rewards to clerks who should inform against 
their masters would be to destroy that mutual 
confidence, without which the business of 4he 
counting-house must always be unpleasant, and, 
in many cases, could scarcely be carried on* 

II. Some attempts have been made to propor- 
tion the licence-duties on manufacturers to the 
extent of their trade. Thus, a coach-maker pays 
one pound two shillings and sixpence on every 
four-wheeled carriage which he makes for sale^ 
and the duty on brewers varies from one pound 
ten shillings to fifty pounds, according to the 
quantity of ale brewed in the previous year. To 
ascertain the amount of the manu&cture, how- 
ever, is altogether impossible without an inqui- 
sitorial inspection, the necessity of which is the 
chief disadvantage, of the excise ; and, indeed, 

5 
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if the quantity be ascertained, the duly by whati 
ever name it may be called, is properly a tax, 
more or less accurately levied, on the consuma- 
ble commodity. 

The mode of taxing distillers in Scotland ib 
materially different, &nd in several particidars 
much preferable to the other branches of the 
excise. The duty is rated, not according to the 
quantity of spirits produced, but to the size of 
the stiD; each manufacturer, after having en- 
tered his still with the proper officer, being left 
to conduct his business without fkrther molesta-- 
tion. His works must indeed be open to excise- 
men, that they may be satisfied that no nnenter«« 
ed stills are at work ; but a search merely to 
ascertain this point can scarcely occasion incoh-^ 
venience. The licence for each still, at pre-^ 
sent taken out for three inonths, might be rene^^^ 
ed at shorter periods, in which case the distiUef 
would not be obliged, by having paid the duly^ 
to continue, perhaps for nearly three months, 
an unprofitable trade, nor would any consider^ 
able part of his capital be employed iii advancing 
the tax to government A duty imposed in this 
manner, it may also be remarked, operates as a 
premium on the improvement of the manufaC'* 
ture; for whoever can simplify the process sa 
as, in a given time, to produce a greater quan<« 
tify of the commodity with vessels of the same 

VOL. nh s 
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ct^dtff will have an idvAirtagei in tlie savia^^ 
of the duty 9 oyer all his compejtitors. 

. This improvement in the mode of levying ex- 
cise duties ought to be extended to eveiy manu- 
ftcturej in which the capacity of the vessels is a 
toleraUe criterion of the work performed, and 
in which these vessels are of sudi a size^ fixed 
up in Such a manner, or otherwise of such a na- 
ture, that diey cannot be used without its attract- 
ing the attentiM of the neighbours, or bein^ 
^scovered ^<hi inspection by the cheers. I^ 
after betiq^ set up^ it be possible for the revenue 
•fficers td affix theh: seals to any part of then^ 
so as to prevent their bdng employed in a clan* 
desdne manner^ an addi^onal facility wiU be 
given to fhe conrtrd^ requisite for the prevea* 
tion of foitidi Whece this is possiUe, there can 
be no occasion for the visits of officers, except 
at stated thkies, to affix their seals to the vessels 
which ar« to be idle dturing the subsequent tenn, 
and to remove them from those that are to be 

. It IS j^bable that the manu&ctures of beer, 
vinegar^ candle, sctep^ salt, glassi and seversl 
other commodities^ aa^ht^ under due regulatioDSi 
be tssed in this manner; but to ascertain this 
pcnat^ with aby d^ee of accuracy, would ce* 
quinp an intimate acquaintance with every part 
of their re^ective proci^sses* 
Taxes on draugfa^ horses, or on impjemcnts of 
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agiicultufe^ aiCs in some respects, siidilar to 
those duties whidi we we now con^oring. like 
them, they are prpportipnecl to the business 
transacted by ciach ccfntributor, and like them, 
they must raise his gross profits suflElciently to re- 
pay to him a tax from wHch othor en^toyments 
of capital are exempted* Hiis relief, however, 
is procured by the farmer, not at the expanse 
^t the consumer of the ptoduce^ but at that of 
the proprietor of the land. As it never can be 
for the ipterest eitib^ of the proprietor or of the 
famer, to leave his lands uncultivated, in or^ 
der to save the tax» the same qus^tity of pro* 
duce will be brought to market» and tiiereffare 
its pricd will pot rise} but as the fiumer must 
have a nett profit proportioned. to what his stock 
woidd yield in a di^rait empltfymfatt, if he be 
obliged to pay a tax which he cannot devdve 
on the consumer^ he wiU dedu^ its aimbunt, on 
the renewal of his lease, from the annuid rent. 

It is true, that b v^ery high ta)c on farming uten* 
sils or horses might, like the tithe, discourage 
tlie most expensive, which is usually the most 
productive, style of culture, Mod in th» way 
somewhat enhance the price of com. He who 
was accust(Hn^ to employ tbree ploughs, might 
carry on an inferior cultivation with two. Ac* 
cprdingly, to the practice of assessing the per> 
sonal taille in France in proportion to the stock 
which the farmer employed, the low state of 



S76 OF TAXES OK 

agriculture in tbat country has been in a great 
measure attributed. That the tax on draught 
horses has not produced the same destructive 
consequences in England is to be ascribed, not 
to any difference in principle, but to its amount 
being too trifling to influence the system of 
cropping which a farmer finds it for his interest 
toadopL 

III. As each retailer must have a shop pro- 
portioned in size, and in soiiie d^iee in expense, 
to the amount of his ordinary sales, a tax on 
^op-rents will fall, in the first instance, on the 
several dealers according to the number and 
value of their transactions, and will afterwards 
be devolved on the consumers according to the 
value of their purchases. The same revenue, it 
might be thought, could therefbre be levied by 
a shop-tax as by a tax on consumable conunocK- 
ties, and from the same description of the peo- 
pie, without occasioning that expense, vexa- 
tion, fraud, and influence, which are probably 
inseparable from the customs and excise. 

When such a tax^ however, is first imposed, 
it must be altogether paid by the shopkeepers 
without retribution ; nor will this hardship cease 
for many years. A retailer cannot avoid this 
tax, as he may that for dealing in any specified 
commodity, by changing the articles which he 
exposes for sale. Unless he choose altogether 
to abandon his trade, he has no way of escaping 
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horn the duty« But the business of selling in 
retail is sp very different from all others, it re- 
quires habits and infomiation so useless to a far- 
mer, manu&cturer, or wholesale merchant, that 
it must always be extremely disadvantageous 
for a person educated for a retailer, and much 
more so for one who has already got a regular 
setpf customers, to withdraw lids capital from 
IfiA shop. Were he to turn manu&cturer or 
merchant, he would find himself deficient in that 
{Kscurate knowledge of one or ^ few articles that 
was indispensable, his address and ei^pertness in 
recommending his goods would be of little avail, 
he would have a new and very different set of 
customers to conciliate, other markets to get 
acqi^Bintfid ynih, and new correspQpdents with 
whom to establish his credit. In itself, such a 
change would be very disagfeeable ; and in all 
probability it would also be more disadvantageous 
to him than the payment of the tax. Few, if 
any, of the established dealers would, therefore, 
relinquish their business on account of the duty ; 
and if tlie same stock continued in the shops, 
without there being any increase in the de- 
mand, the gross profits of retailers could not be 
raised* 

It is true, that this injustice would be remedied 
by time* The increasing demand of a prosper- 
ous countiy would not be supplied, nor would 
the places of those who died or retired frpm 
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trade be occupied by a new set of ahopiEeepers, 
until the clear p«-(^ts in that branch of boaoeas 
had risen to their former leveL But while this 
change was operating slowly by the general ia- 
crease of wealth, or by the death of some retail- 
ers already established in business, and the re* 
tirement of others, the tax must ftll without le* 
trRnitton on sbopkeepers, subjecting them to aa 
unjust burden, from which idl dther citizens are 
free. 

Accordingly, the shop-tax, enacted in 17S5; 
met with an opposition so decided and perseve^ 
ling fnxn those who were a^rieved, that, after 
a trial of four years, it was finally rdinquished* 
The shopkeepers, finding by experience that 
they could not reimburse themselves, paid little 
attention to the argumenta of those theorists who 
endeavoured to convince them that €tkey were 
no sufierers by the tax. They knew there was 
a fallacy in the argument, although it must be 
confessed that they failed in pointing it out 
Hie objection, on which they and their adviK 
cates chiefly relied, was far from being solid. 
They insisted that, as most retaSers deal in a 
great variety erf* goods, it was impossible for any 
of them to apportion the tax over the sevend ar- 
ticles, without being undersold in each, by other 
dealers whose particular line of business might 
lead them to apportion it in a diflferent manner. 
To this argument, it was triumphatatly replied. 
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that tlie ihop-taat was not, in this rasped^ difo^ 
«Bt from the rent of the shop, the wages of the 
rix^nie&, and all the other general ehaiges a& 
ftcting the trade. No one can befiNre4iand point 
out how each of these charges is to be difi|ised 
^yver 4}ie immense variety of goods that are sold 
in psirtieular shops » but there can be no doubt 
that they are so diAised, and pdd as part of the 
I>rioe of the several articles by the consumef. 
Those who deny thii^ must ass^l^ what seems t^ 
be impQSsiUe, that the profits in one branch of 
trade can be depressed f» a great length of time 
below their natural level. The oppre»)oi| of 
which the retailers complained waa real at the 
time, but they erred when they endeavpured to 
show that the grievance was permanent, not tcan^ 
sitory. 

There were not indeed wanting objections of 
a permanent nature, though some of them foreign 
to the interests of the shopkeq^ers from whom 
the opposition proceeded. Ashqp-tax, in its 
best form, can have no regard to any thing be* 
yond the rent (^ the shop. In proportion to th^ir 
respective dealings, it will fall as heavily on the. 
baker as on the confectioiier or jeweller, and con. 
sequently it will occasion as greilt a rise on the 
necessaries of life, as on luxuries. Contraiy to 
justice, it will afifect the lower oiders, in propor« 
tion to their incomes, as much as the higher. : 

Indeed, if considen4>hi attention be i)ot paid 
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in settling the rate, it will afibct them mudbi more. 
As we ascend from those who supply the wants 
4of the common peoj^e^ to the extensive dealen 
whose magazines pf highrpriced commodities are 
frequented by the luxurious aiid extravagant^ 
the rent of the shop does not be^r the same p(o- 
.portion to the vMue q£ the good^ annually soVi- 
He who pays a rent of a hundred pounds wiU, 
in many instances, dispose in one day of articles 
to a much greater value, than the small Ktailer, 
whose shop is let for five pounds, can hope to s^ 
in a year. Unless, therefore, the rate follow a 
.very quick progression acicording to the increase 
.of rent, the advance on articles sold in small shops 
to the poor will be much greater thi^i thfit en 
the luxuries of the rich* 

Nor is it easy to find any mode of assessii^ a 
shop-tax* whiph may not permit frauds on the 
one hand, or occasion inequalities on the other. 
Shops are frequently let in ccmjunction with 
dwelling-houses, and wherever this is the case it 
is impossible to say what is the rent of each. A 
high tax on shops would soon render this con- 
junction of houses and shops universal; the 
house would be let at a high rent, and the abop 
at a low one, and in this way the tax would easi- 
ly be evaded. . 

. To prevent such firauds, it was provided* in 
] 7&5, that the tax should ))e paid* not only on 
the shop, but on extry part of the building oc- 
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Giqiijed bgr the i^qpkeeper. In its first operation, 
this clause levied a heavy and partial house-duty 
on one class of the inhabitants. There is no" con* 
neeticm whatever between the quantity of busi* 
ness transactefl in a shop, and the size or ex- 
pense of the building of which that shop forms 
a part The more indeed that it is occupied by 
the one, the less must, in ordinary cases^ remain 
fivr the other* Behind a. small shop, and on the 
upper floors, there may be a house of five or six 
times its dimensions $ while so great a part of a 
building is occupied by an extensive magazine, 
that what remains may scarcely be. sufficient for 
the accommodation of a clerk. While the fair 
rent of one shop is double that of another* there 
may be little difference in the annual value of 
the whole of the two buildings. The one of 
these shopkeepers, though higher taxed, could not 
qell his goods dearer than the other, and there- 
fore could have no means of throwing upon liis 
customera that part of the tax which he paid for 
his house. 

It is seldom that a retailer will be prevent- 
ed from taking a shop convenient for his trade, 
and in the midst qf his regular customers, by 
the expense of the house to which it is £^ttach- 
ed. If his faipily does not require so m^uy 
rooms, or he cannot afford the expense of them, 
he get& back a portion of the rent by letting 
part of bis house. IJe will not, howpver, in this 
way get back any part of the tax. In his trade 
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he must compete vith others, vho, being poorer^ 
or having smaller families, or being more fortu- 
nate in findii^ shc^ forming part of smaller 
buildings, pay a lower tax ; and if be let M^ 
gings in order to reduce his rent, he moat also 
compete, in this branch, wiUi those who, possets- 
ing no shops, are entirely exempt from the bou^e- 
doty with which be is charged. 

The practice of letting Aops in conjunctioa 
with the rest of the buildingi^ is more general in 
London than in smaller towns. The shopkeeper 
wishes to he at hand as some security agunst 
depredations, and the value of shop-frtmts is so 
great, that separate entries can scarc^ be a^ 
forded to the bouses above. In country town^ 
on the other hand, it is chiefly the small retail- 
ers, who, being partly occupied in their traffic, 
and partly in othec avocations, find it necessary 
to reside in the same buildings with their shops. 
More extensive dealers, less afraid of robbery 
than in London, and having their ware-houses 
quite unconnected with the other parts of the 
buildings to which there are separate entries, may 
have their houses wherever they are inclined. 
Accordingly, it ^ipeared by ^e returns in 1787, 
that of j9,000l., the whole produce of the shop- 
tax, 43,O0(M. were paid by Ix)ndon. The retail 
trade of the metrop^ is undoubtedly vety great; 
^ it it is impossible that it can be three-fourths of 

tiat is carried on in the whole of the idand. 
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For some tuiie» tbra, a shop-tax levied in this 
manner, is, in reality, a house-duty paid without 
retribution by one class of the inhabitants, and 
very unequally by the several memb^s of that 
class. Were the tax, however, to be long coi^ 
tinned, it would probably put an end altogether 
to the practice of retailers residing in part of 
the boildims occupied by their shops. The pro- 
prietors would let the houses above to other te« 
nantp, and if they had several ^eps^ th^ oAffiit 
stitt attach a house to eacb» tafcoig care that they 
fiMsned parts of sefparate busMings, Inthiswarjr^ 
the rent of the shop might be very low, and diet 
of the house pnqpprtionaUy hi^, without its be* 
iflg easy, or pefli^ possiUe, to prevent such w 
evanon of the duty* . 



«- 4 



CHAPTER V. 

Cf Taxes levied by Means qf Monopolies. 

There are two modes in whicb a tax may be 
raised by means of a monopoly. The govern- 
ment may, for account of the public, carry on 
some branch of trade in which no individual is 
allowed to engage; or the monopoly may be 
transferred to those who are willing to purchase 
the exclusive privilege. Whichsoever of these 
modes may be adopted^ there can be no doubt 
that the money brought into the treasury will be 
drawn entirely from the ultimate purchaser, that 
is, the consumer, of the commodity. 

I. In small states, a revenue has frequently 
been drawn from commercial undertakings car- 
ried on by public officers for the benefit of the 
state. The limited nature of the trade, in such 
states, renders a vigilant superintendance of in* 
ferior agents less difficult, and the public spirit 
that is generated in small communities, joined 
' to the desire of conciliating public confidence 
as the means of rising to offices of greater dig- 
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nity, may Usually Irender those at the head of 
tuch establishments zealous for their prosperity. 
£veii» however, in these favourable circumstan- 
ces, monopolies cannot be dispensed with. Were 
the trade thrown open, the superior diligence, 
activity, and intelligence of privslte advienturen 
would, in a short time, so &r oiit8tri{J the more 
languid exertions of public functionaries^ that 
what was meant for a source of revenue would 
become a source of annual expense. 

Tlie necds^ty of guarding puUic establish- 
ments against competition by stHct taonopi^es» 
* is a sufficient proof of the error of the system; 
If it were intended only to procure a high profit, 
a licence-duty on competitors would ensure the 
revenue, by enhancing the rate of prdifit in diot 
branch of tirade j but it is well known that without 
a direct monopoly, or duties so high ais to amount 
to a prohibition of private trade, the public esta- 
blishment could not be supported. By the profu- 
sion of public agents, expenses will be multipliec^ 
while, by their negligence, the work will be done 
in a very slovenly manner. The consumer will 
therefore be obliged both to pay a high price for 
the commodity beyond what fumiidies public re- 
venue, and to content himself with a quality 
greatly inferior to what he might otherwise have 
procured. 

The more a state increases in extent and po* 
pulation, the check of public opinion becomes 
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o^ j^hverfiiU and public xe«l 16sb active^ while 
:ii^ jKffeaseof the ettd^bment affinrds aume* 
riHis opporttuttCies for tiegligeiiCe and peeolation. 
Commeixaal BBtMUbsoeatB are» therefore^ hod 
aside, as opprassive to the people^ and onprofi^ 
M^ to the state, and the monopoly is either ex- 
tmgnished, or^.if it be retained, it is sold to pri- 
▼ate adventiiren, from whom a fixed revenue ia 



The carriagectf letters it namr the ovly branch 
of mercantfle business conducted in Britain by 
go v ernm e nt It is not emm^ for the general 
cooTenience of the country, that regular comma- 
pcations should be estaUadied throng the most 
populous districts, and betweeo thi! piiacq^ 
to^kms. it is often reqtiistte, also, tol^eoeiTeor 
eonv^ infinaation wherfc the population is too 
liattted to defiay ^ expense of a regular pdst^ 
said the emplpymeot, in sudi cases, of occasional 
mes s enge r s would be productive of expraae^ riskt 
anddeli^. It is fterefore desirable that a gene- 
ral sjrstem of cossramiication riionhl be estaUidi» 
ed over every part of a kingdom, and it is pro» 
baUe that diis can be done in no other vray so 
eflEectually, as by a general post-office, of which 
the expences are defirayed by the state* In place 
of beingworse conducted than by private advro* 
turers, it is probable that this branch of business^ 
unlike all otheis, win both be better executed 
and at less expense. 
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. It is only* howbver^ upon the whole of the 
communications of a country that any saving of 
expense is likely to arise. In popuhras districts, 
or between large commercial towns, there can 
be little doubt that letters ii%ht be transmitted 
by private carriers, much more cheaply, and 
nearly with as much safety, as through a public 
<^c^ But in other districts, private earners 
could not gain a regular maintenance, and where 
this is the case, it is obvious that the expense to 
government most greatly exceed the profit To 
prevent this loss by the post-office, a monopoly 
is indispensable. Without it, government would 
have the whole employment where it was unjmv 
itHbltf and be exposed to competition whenever 
it yielded iodore than the necessaiy expense. The 
pos(>offioe^ in such circumstances^ would be a 
source of annud charge to be supplied by other 
taxes, although it is not likely that, by any 
other tax, this particular bnmch of the public ex* 
penditure could be apportioned more equitably, 
according to the advantages derived from the in- 
stitution. 

It is chieAy &r die convenience and ad vsmtUge 
of the dealers and consumers in the more popu^ 
kms and commercid districts, that aregular and 
expeditious mode of conveying intelligeniie is es^ 
tablished afi over the country, and therefore the 
inhabitants of these districts may justly be char« 
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ged with' a rate of postage adequate to the sup- 
port of the general establishment* 

The monopoly, however, that is requisite for 
the prevention of public loss by the establishment 
of a regular post may easily be converted into a 
source of public revenue. Without any addition-* 
al expense in conveying the letters^ the lUte of 
postage may be raised ; and to 4i revenne levied 
in this manner, there is no limit, but the impos^ 
sibility, if a very high premium should be given 
for the infringement of the monopoly, of pre« 
venting the competition of private carriers. 

The duty on the carnage of letters, when per* 
verted from its original intention of defraying the 
expense of the post-office, it is thus rendered a 
source of general revenue, resolves itself partly 
into a tax on commercial transactions, and partly 
into a direct tax on those who are separated from 
their friends. 

In as far as it affects commerce, it fall^. in very 
different degree on the several branches of trade. 
A merchant, whose trade requires a great deal of 
correspondence, must receive returns equal both 
to his postages or other general charges, and to 
the ordinary profits of stock, otherwise he wiU 
vest his capital in some other way. If tiie tax 
increase his charges, he must also raise the rate 
of his gross profits, so as to cover this new ex« 
pense to which other dealers are less exposed. 
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and by doing so, he devolves the tax, together 
vnth his profit on its advance, upon the consumer. 
Considered in this point of view, the revenue 
drawn from the post-o£Sce has several powerful 
reoommendatioBs. It occasions no expense to 
government beyond what is requisite for the 
transmission of letters $ it cfm scarcely be evaded 
by any contrivance; and it never can be the 
source of the slightest trouble or oppression to 
the people. On the other hand, it is attended 
with all the disadvantages of other taxes on com- 
mercial transactions, and with some peculiar to 
itself. Being repeated on each successive trans* 
action, unlesis both parties reside in the same 
town, it tends to enhance the price of whatever 
is purchased in small quantities by the poor ; be- 
ing levied according to a circumstance entirely 
unconnected with the nature of the commodity, 
it affects necessaries equally with luxuries ; and, 
haying no relation to the amount of the dealings, 
it falls as heavily on small, as on extensive traders 
in the same line of business, and, thus increasing 
the advantages, already too great, of superior ca- 
pital, discourages that competition from which 
the most beneficial consequences result to the 

nation. 
Thje operation of an enhanced postage, as a 

direct tax on those who are at a distuice from 
their friends, is altogether unjust. While it le- 
vies a contribution in no respect proportipne{l 

VOL. IIT. T 
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to cottect nuuf ef the evils of numopdlies 
ezennd by the state. iPor the ksgaor and 
careleBnas of public siaiiagers, and the pecula^ 
tion of inferior agentSi it might jbe expected that 
dwce woidd be lolbetiteited that keenneM» activi^ 
tjf intelligence, and acciffacy, which are the 
oQ^uing of private interert* Nor would ihn ex* 
pectation be diaappohitedt Such qpudities woiild 
ipeedily be genera ted, but their direetiDtt would 
lender them detxHOental, rather than b^Mfidal, 
to die nation* 

Besides attention to the state of maiket^ eco* 
nofliy in the estabUdiments, and fidelity in the 
inferior agents, which are re%aisite to tiie sue* 
cess of all merchants, a monopofot has two addi- 
liciBal means of enridung himsdf. He may en«- 
hance the price of his commodity without fear of 
eoaspetition ; and he may deteriorate its quality. 
To the &st some limitB may be assigned in his 
oontract with govonmait ; but it is rarely that 
any description of the quality of goods can be 
rendered sufficiently precise to guard against the 
last There remain, therefore^ but two checks 
on his rspadty, the posnbility of the article be- 
iii{g generally disused, and the prevalence of* 
contraband trade. Against the one he is secure^ 
if the artide be either a necessaiy, m a luxury 
with which habit and feshion are unwilling to 
dispense ; against tiie other, he se^ to guard 
himself by sanguinary punishments, inflicted 
without mercy. 
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It is pnly in the infimcy of the financial ays- 
ten), that recourse is likdy to be had to expedi- 
ents so pregnant with public evil. But once es- 
tablished, monopolies are with difficulty abolish- 
ed* Government finds it embarrassing to levy 
an , equal revenue with the same ease and certain- 
ty ; burdens to which the people have long been 
apcustomed, however grievous, are submitted to 
without much reflection or rq>ining ; the igno- 
Tant may be persuaded that there is something* 
peculiar in the nature of the trade which would 
render &ir competition, fiital to- its existence; 
and the wisdom of our ancestors, or the dangers 
of innovation, will, on every subject, appear un- 
answerable arguments to indolence, timidity, and 
folly. Accordingly the existence of mcmopolies 
was pertinaciously defended by the princes of the 
Tudor line, against the good sense and patriotism 
of the commons of England } and in France^ 
where public opinion continued longer unenlight- 
ened and despised, many monopolies, among 
which that on salt was the most oppressive, re- 
mained to be swept away by the revolution. 

Of the monopolies that have at different times 
existed in England, the Jottery is the only one 
which, with a view to revenue, has been al- 
lowed to Gorftinue.* In it there is no commo- 

• The monopoly of the India company cannot be oosdder- 
cd 88 productive ot revenue ; for, if the same commodities 
were imported by private traders, the same customs might be 
levied. 
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dity of whi6h the quality dian be deteriorated for 
the sake of private gain. Ifthevahie of the prizes 
be secimedy the interest of the public, in thiat re« 
specjt, is sufficiently guarded* The price of the 
tickets may, indeed, be raised higher than it would 
have been under fair competition ; but if the 
lottery be disposed of to the highest bidder, what* 
ever exceeds a reasonable profit to the contrac- 
tor may be brought^ without expense or reduc* 
tion, into the cofiers of the state. ITie lottery^ 
therefore, maybe considered as levying a revenue^ 
in a manner neither expensive^ nor oppressive^ 
nor unjust, from the follies, and, in some cases, 
from lihe vices of the people. 

It is of importance, however, to enquire whe^ 
ther in doing so, the government does not in some 
measure increase that folly and sanction those 
vices. Gaming is so certainly ruinous to the 
fortune and character of those who engage in lu 
that, although in moderation it may be excused 
in the rich, who, from want of regular occupd;tk)nv 
have recourse to what may interest their passions, 
and beguile them of their time, it never fails to 
mark extreme thoughtlessness and dissipation in 
those of inferior rank^ A tradesman known to 
frequent a gaming house would soon forfeit his 
credit, and be deserted by his customers. Ad- 
venturing in the lottery, however, has not the 
same eflfects. He who, year afler year, purchases 
tickets, is neither branded as dissolute nor shun- 
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lied as w dtogeiraf bankm{itey« 
aesaf ganpdi3ig» il is probalfleb m 
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dmdvttttageoQS than tliaW in ifbicb 
agpkifii the adventurer are not onfy adequate to 
the remnneiajkioii of tbc krlteiy contraGtor> tmt 
also wffieient to jrield a coraideiaUe revenue t0 
the 8tate« 

The &voor mik wUch this species of gaaaii^ 
ia viewed, laaypartfy ame fimn: its appeanii^ to 
occupy littte cf that time or attentios whicb 
inil^t be iQoce uadGbdly einplejred. But were ike 
efliscts of the continuaace and repetiiwm of fidae 
hopeajusdyeatioiated; theexpenec 
by the expectation oTa prize» the hottow 
fenoed ady to be abaadbned, die hitteraeaB of 
dia^pointaieixty vritli its oonseqneBcei^ irntriBH* 
^ cf temper, inteaofierance^ and deapaiir ^ it asqr 
1^ he doubted whedier any gaming ja asore de^ 
9tnictiye <ii uniu8try». or more 6tal to ^nF"*fM^ 
feaee^ Were lottery offices to be opened mere* 
ly by suieratice of the states eaqMoence of die 
ef«& which f&ey entail upon the peofife would 
f9)der them as diaeredttd>te aa odmr gamii^ 
houses^ * Avoided by the sober and iadiistdoam 
ihey would be fteqjaeated oe^ by those whoas 
paaskwa caimot W repressed by the marked dis* 
approbation of their friends. 

it is <Mherwi0e v4mu « vice seems to be ap» 
proved oJ^ afidalmost recommended^ by die le* 
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is yearly sanctioned by law must be iniiocent, 
the loyal (in the usual sense of the word) that 
what increases the public revenue should be en- 
couraged ; and those disposed to trust to chance, 
rather than industry, for the advancement of their 
fortune, seize with an^idity the opportunity of in- 
dulging their passions, uncensured by the world* 
The force of example spreads the mischief still 
wider^ and habit so strengthens a propensity^ 
which the fear of disapprobation might have sti- 
fled in its birth, that many suljject their families 
to severe privations, from the foolish desire of be** 
ing cpnstantly in the way of that fortune, which^ 
by regular industry, they might almost certainly 
cdmmand. If in any caiae it be proper ifor go^ 
vernment to interfere with privat9 conduct not 
.dlirectly pr^Udicial tothe rights of okhersi gaminj^ 
which toings such misery and so many vices in 
its train, surdy is that ease. Government io'^ 
4eed does interfere, but to sanction, not to re* 
ptess, the evil i to foster and encourage^ ibr th« 
sake of revenue, a vice, whichf perhapa more 
than any other, leads to private misery and pub^ 
b'c disorder. 
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OF NATIONAL DEBT. 



IKTBODUeriOK^ 



Of the expenses of the state, some ate reguhr 
and pennanent, occurring nearly to the same 
extent in each successive year ; others are occa- 
sional and temporary, producing, at particular 
conjunctures, a demand for public revenue great* 
ly beyond that of ordinary times. The pernia> 
nent expenses constitute what is usually called 
the peace establishment, and include all the 
charges attending the ordinary military force, 
the administration of justice, the institutions for 
promoting religion^ education, and commerce, 
the salaries of those officers who are entrusted 
with the administration of public affidrs, and the 
interest of the national debt when such a debt has 
been contracted. The extraordinary expendi- 
ture of the state has its origin almost entirely in 
war, or in warlike preparation. 
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In every country, Except perhaps at seasons 
of (peculiar embarrassment, the whole of the or- 
dinary peace establishment has been supported 
by property belonging to the community, or 
provided for by contributions levied annually 
from the inhabitants. To borrow money for this 
purpose would be to accumulate upon posterity 
those burdens which the present generation ought 
itself to bean In the course of a short time, 
the interest on the annual loans would equal the* 
ordinary expenditure of the state^ and, in a few 
years after, would greatly exceed it ; the diffi- 
culty both of negociating loans and of levying 
taxes to pay the interest, would annually in- 
crease, and national bankruptcy would at last 
bcicome inevitable. 

The extraordinary expenditure occasioned by 
war, has usually been defrayed, in modern times, 
by a loan. To raise at once so great a sum 
by new taxes, would occasion very general dis- 
content, and might frequently be impractica- 
ble, without the commission of great injustice, or 
the destruction of some of the sources of national 
prosperity. But to negociate a loan, in a com- 
mercial country, is a matter of little difficulty ; 
to find taxes to pay the interest, without inter- 
fering materially with any branch of national in- 
dustry, requires no great financial ingenuity; 
and to reconcile the nation to the slight priva- 
tions occasioned by such taxes, the general irri* 
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tation arising from the nuwt trivial natiwal dis>- 
putea will usually be aufficieDt. At the com- 
nencemeDt of a war, its speedy and glorious 
terniinatioQ isi Cor the most part, confidently 
predicted, And it is imagiDed that the debt vhicfa 
is contracted in times of difficulty vilt easily 
be paid o^ or at least the mtercst upon it easily 
discharged, durio^ the prosperous period of the 
ensuing peace. 

These adrantages attending loans may suffi- 
ciently account for the very ^neral preference 
which thef have obtained, in modem dtnes, over 
the practice of levying contributiona equal to the 
annual expenditure of vars. Whether they arc 
not countertialaDced by other disadvantages must 
be ascertained by examining the effects of the 
funding system on the general progress of na- 
tional wealth, and on the external policy and io- 
temal ^verament of the state. 



CfiAFTER I. 

C^Ae iSmding System considered m rqfir€nc§ h 
Ae progress of National fVeaUbm 



JSvxbt loon, whetber applied to the oidintrjr or 
extrmrdinaiy expenses of the stifte, nuntafaaMb 
part of the national capitaL In a eommerdal 
coimtrjr, Aere are no fiuds hoarded up, no sttma 
of monr^ whidi can be diawn from xepositorieflb 
ond lest to the ptibliCy without diminithing that 
stock bjr ^ndkich indostr^ is siqiported^ There tt 
consequently no person wl^> can lend to govern^ 
nent, without drcumscribing his own trade or 
that of otbecs. What is so lent was fhrmeily ci^ 
pital ; but no sooner does it readi the public 
treasory, tJuui it loses this character, anc^ in 
^^Bce of giving rise to prodnction, equal both to 
its aniount and to a profit on its emploTmei^ it 
n converted into a fund destined to the inunoi^ 
diaite expenditore of the state. The aaioant of a 
Unuv dierefore^ ia t&e exact measure of the capi* 
tsl that has been 



fc^ I I K 



* Ihe ody tssapftioa ta tte ransric ia d» tsxt tfim fma 
ibeecoDomy ofthgseindiTidiudsptid by tka itafte. Wbalever 
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Nor does a public loan create any new induce- 
ment to economy* by which this waste of capi- 
tal might be repaired. No one finds his wealth 
directly diminished by the.increase of 'nation- 
al debt. Some may be obligee^ to restrict their 
trade, the demand for labour may fall o^ and 
th(! taxes raised to pay the interest will in some 
degree be felt by all : but those whose income is 
thus contracted, will be well satisfied if they can 
effect a pit^Mrtioiial reduction o£ their ejqieD- 
diture. It is not at a time, when some prira- 
tioDS' are requisite to prevent impoverishment, 
that we can expect fa^er economy in the view 
of amassing wealth. The ordinary accumulation 
is likely to be retarded by new sources of ex- 
penditure> of which the amount and efiects are 
not at once perceived ; certainly it caonot be 
accelerated^ either by the absorption of produc- 
tive capital, or by taxes affecting the income of 
the inhabitants. 

A contribution, on the other hand, if for the 
purpose of supporting the ordinary peace esta- 
bli^unent, holds out new inducements to pri- 
vate economy. Each person considers his taxes 
as part of that annual expenditure which is to be 
proportioned to his annual iucome. If he find 
that he is living at greater expense than is con- 

uy are from their lalariei con&niet to tarn put of 
poal capital. 



ON KATIONAIi WEALTH. 901 

sistent with his plans of bettering his condition^ 
from whatever cause this extravagance may have 
arisen^ whether from his own indulgences, the 
rise of the price of commodities, or additional 
taxes imposed by the state, he immediately sets 
about correcting the error into which he has 
fallen. He will thus pay his share of the public 
contributions by his own privations ; his parsi- 
mony will supply the expenditure, even though 
lavish, of the government ; and the riches of the 
inhabitants, the amount of the annual produce 
of the land, capital, and labour, will be unim- 
paired. 

The ordinary peace establishment, then, if 
taised by taxes within the year, though it may 
steal away some of the comforts and luxuries of 
the people, occasions 'no loss of national capital 
similar to that which ensues frcmi a loan. As 
long as the nation will submit to privations, the 
utmost extravagance of government is attended 
with no general impoverishment; the only ef- 
fect of public profusion being to increase that 
private parsimony, by which its demands are 
supplied, and its evil consequences corrected. 

The same observation, however, cannot be 
extended to those expenses which are of an oc- 
casional and temporary nature. Whether such 
expenses be defrayed by loans or by contribu- 
tions, they must necessarily consume part of the 
capital already existing, and for some time pre^- 



SOS OF THC £,nMCtS Ot LOANS 

yeot its fkither increase. E&^li pcmn ngo- 
lates die ofdiiuuy economy of liis familjr accord, 
ing to the ordinaTy free income which he expecls 
to possess ; and having so ordered his expenses 
as to leave an annual surplus destined to improve 
his circumstances* he is unwiUing> on account of 
a temporary demand* to make a sudden and vi» 
olent change in his establishment If the unu* 
sual expmditure be to a small amomity be satis* 
fies himself with the hope that it wiO not soon 
recur; i£, on the contrary^ it be to a veiy great 
extaity he brings down his ideas of a compe^ 
tency, and reconciles his mind to a d^ree of 
impoverishment which be sees no means of es- 
caping. 

Ibe expenses of a modem campaign to Bri* 
tain are probably more than five shiUings in the 
pound of the firee income of all the inhabitants* 
It would surely be in vain to expect such a re* 
trenchment as might save this sum within the 
year* To make a great and sudden change in 
the style of living* even when absolutely neces-* 
sary* requires a great effort* of which, while a 
probability remains of the war being soon at an 
end, neither the necessity nor propriety will be 
apparent In such circumstances* the greatest 
retrenchment likely to be proposed even by the 
prudent* would extend only to what migfai be 
requisite* by repairing* during several years of 
peace* the breach that had been made in their 
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fotunes, agatn.to tqilace them in that degite 
4if wealih from which, for a time, they had aome* 
what descended. In the first iBstance, th^ 
would find it necessary to pay ihehr proportion 
of the war expenditmre from their own capital^ 
or, by borrowing the money, from tlie capital of 
others; and their incomes being reduced by the 
contraction <^ their trade, or the payment of in« 
terest, the project of repairing the loss of capi« 
tal would be veiy apt, from ita^ increasing dM« 
eully, to be postponed to a distant peiiod Un^^ 
til this time arrived, the national wealtii could 
not again attain that point from which it had 
declined ; and even after this, it must remain 
permanently below the elevation which it would 
otherwise have reached, by a sum equal to all 
the accumulation, whidi, had Ihere been no war 
expenditure, would annually have taken place. 

The funding system does by one general ar^ 
rangement, what, were there no public loan, 
would be done in most cases by private agrees 
ments. Those whose property is in Lmds, or 
who are in possession of a lucrative trade, if they 
could not save their proportion of the contribu* 
tion from their ordinaiy expenditure, would en« 
deavoUr to borrow it from some of their ne^; 
hours. This they would prefer to the only altera 
native, the restriction of their commisrcial trans* 
actions, or the disposal of part of their estates* 
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There might, however, be considerable difficulty 
in* the several . borrowers and lenders finding out 
each other, and no small embarrassment in cooi* 
mercial affairs, before the necessaiy transactions 
were completed all over the countiy. 

What would thus be slowly, and in many in* 
stances inconveniently, effected by a number of 
private agreements, is completed with ease and 
expedition by a public loan. This loan is no* 
thing but a wholesale bargain between some capi- 
talists and the rest of the nation, concluded by 
the intervention of government, for the interest 
of all parties. It prevents the neces^ty of each 
individual withdrawing his proportion c^ the war 
expenditure from his own trade, or borrowing 
it on his private credit ; but it does this only by 
making it the interest of a part of the people to 
dedicate a greater portion of their wealth to the 
public service, in return for an annual income se- 
cured to them by the state. Between this ex» 
tensive c(mtract entered into by government, 
and a bargain concluded by each inhabitant for 
his particular quota, there is no difference except 
the superior facility which recommends the pub- 
lic loan to the one party, and the superior securi- 
ty and saleableness in the market which recom- 
mend it to the other. The efiect on the national 
wealth of these two modes of supplying the pub- 
lic treasury is precisely the same. 
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The capitalist, who supplies the ^ants of the^ 
state, must withdraw the whole sum which he 
undertakes to furnish, either from his own trade, 
or, by calling in money lent at interest, from the 
trade of others. To him, indeed, there will be 
no loss from the transaction ; on the contrary, 
in the hour of public need, there may probably 
be great gain ; but this gain is not like mercan- 
tile profit, derived from the employment of thef j 
capital itself; it is a charge on the other inha- 
bitants, which they must pay from their annual 
incomes arising from other sources, from the an- i 
nual rents of their lands, the annual production I 
of other capital, or the annual wages of their 
labour. 

It makes no difierence that the capitalist whd 
contracts for the loan frequently fulfils his agree* 
ment, without, in any respect, altering the desti- j 

nation of his private funds. This he is enabled 
%o do, only by disposing of the transferable go- 
vernment securities which are put into his pos* I 
session ; and, i^ by such a sale, his own stock in 
trade remain entire, that of the purchaser who 
comes under his engagements must be diminishi-' 
ed. From whatever source the money may ul- 
timately be drawn, that which was formerly ca- 
pital must be delivered to government for the 
purpose of being eitpended in the War, after which | 
it can no longer put in motion industry, effect I 

VOL. in. . u 
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exchanges, or, ia any mode, re^rpdaoe itself with 
sk profit. 

In as far s^ public loans merely supply the 
place of private I09118, or (vevent capital from be- 
ing withdrawn froiy th« t]:ade of the contribu- 
tors, the usual complaint^ that the funding sya. 
t^m throws the burdens created by war on the 
post'erily of those for wlauose interests or caprices 
spch wars are undertaken, seems unfounded. If 
national wealth must be diminished to the same 
extent by a ii:ar expenditure, whether defrayed 
by cont];;ibution withiu tbi^ year, or by loan, it 
i^ immaterial to the interests of posterity which 
of thesje ^odes of supplying the public wants 
may be preferred. There is surely no greater 
ipjuatice in a perspQ. ceeating a perpetual chaige 
against his children, than in ali^uttii^ those 
riches which would otherwise have descended to 
his heirsip No one would complain of being load- 
ed with a debt, contracted in order to preserve 
to. him a property much more beneficial than the 
^ebt was burdensome. It is indeed a duty which 
njre owe both to ourselves and posterity, to take 
care that the national wealth ia not wasted on 
unj^t, unnecessary, or impolitic wars; but if 
the expenditure be justified by the circumstan- 
qes in which the country is placed, it is for the 
iptexest,. both of the present and future genera- 
tions, that the defalcation of capital, which can- 
not be prevented, should be productive of the 



\ 
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)Sdible loss or mconvenienoe to iAdivi^ 
, and the smallest possible derangement of 
ordinary business of society. * 
But although the expenditure of one or a few 
campaigns, whether raised by a loan or by taxes 
within the year, must, nearly in the same de« 
gree, diminish naticmal wealth, it does not follow 
that, during the whole course of a protracted 
tfwSsure, those two modes oif supplying the pub« 
lie wants will equally be attended with this ef^ 
feet When a war has continued for some time, 
the expense, if levied within the year, will at last 
generate private economy. He who, without 
much inconvenience, could borrow his part of 
one year's ccmtribution, or withdraw it from hia 
trade, will find the difficulty of doing either aii« 
nually increase. He who was content to sus-» 
pend for a short time his usual accumulation^ 
must see, in the continuance of that suspension, 
the complete disappointment of his hopto of bet-^ 
tering his own condition, .or providing for the 
establishment of his family : and even the great- 
est adept in self-delusion will be forced to ac-> 
knowledge that the termination of a war, which 

^ It may be said that the interest of a loan is levied in 
part from the labouring clasSy who, having no wealth, could 
not be forced, by the most refined financial skill, to bear any 
part of a war contribution; Bat this iojnstice is not charge- 
able against the funding; system, but against the particular 
taxes that are inoposed^to pay the interest of the loan. 
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has hitherto been prolonged so much beyond 
hb hopes, may jet be distant. The war ex- 
penditure, ceaaiog to be separated iu idea from 
the peace estabhshment, will be blended with 
the other expenses of the inhabitants, and by de- 
grees new privations will be submitted to, unless 
means can be devised to increase the annual in- 
come. The ordinary accumulatioD of wealth, 
which had been suspended while the e^cts of 
the war ' expenditure might be orerlooked by 
the careless, or disregarded by the sanguine, 
will again resume its progress. Its advancement 
will, indeed, be retarded by the general unwil- 
lingness to relinquish habitual indulgences, or 
descend from former splendour ; but the desire 
»f bettering his condition is too deeply implant- 
ed in man to be eradicated, unless by circum^ 
stances which induce despair. 

If, therefore," efficient taxes could be confri- 
ved for levying the war expenditure within the 
year, it would be only the first campaigns that 
would altogether be supported fivm the capital 
of the nation. The inhabitants would gradually 
accommodate themselves to the new circumstan- 
ces in which they are placed ; private parsimony 
would in some measure compensate for public 
profusion ; and the wealth of the people, if it 
did not increase as rapidly as formerly, would 

"" )■ further diminution^ 
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It is Otherwise^ whcjn,tlie war expenditure i9 
provided for by loans. The ordinary aceumula^ 
tion of individuals is little interrupted % but ^ 
portion of the capital already acquired is annur 
ally carried to the public treasury^ where it is 
speedily consumed. The same conversion of 
stock to the purposes of immediate consumption 
is annually repeated. In this respejct, th(^re is 
no difierence between the first year of a war and 
this last Public profusion, however great, bcr 
gets no private economy, by which its waste 
might be repaired ; or, to speak more accurately, 
the new motives that ar^ held out to parsimony 
arise only from the taxes by which the interest 
of the loan is to be paid. He who saves his pro* 
portion of these taxes from his ordinary expen* 
ses^ carries pn his accumulation, as rapidly as if 
there were no war ; although the whole amount 
of the loan is annually withdrawn from the funds 
which cultivated the land, employed the people, 
or effected exchanges of commodities. Jn this 
point of view, the disadvantages of the funding 
system, unless when wars are of very short dura- 
tion, are incontestable i but there are other as- 
pects in which that system may claim a prefer- 
ence to the practice of raising the extraordinary 
si^pplies within the year. 

At the commencement of every war, there 19 
a considerable derangementof the ordinary course 
of trade. Some channels are interrupted, others 
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altogether stopped up ; and the capitid which 
was accustomed to run m those channds is forced 
to seek new issues. During tiie continuance of 
a war, too, many occurrences take pkce which 
narrow the market for particular kinds of goods. 
IThe loss of a colony, the conclusion or infringe- 
ment erf a treaty, the increased rate of freight, 
the danger of capture, or the variation of foreign 
eK^hange ; any one of these circumstances may 
exclude our produce from covmtries where it for^ 
merly found an extensive and regular demand. 
Capital is thus, from time to time, thrown idle, 
IB circumstances that may render its possessor 
unwilling to engage fn new speculations. Those 
branches of tmde which are iourishing may be 
unknown to htm, or they may be attended with 
more risk than he is willing to run, or they may 
be of such a matture that, if he were to embaiic 
in them, he could not withdraw his capital at the 
return erf peace, when he might again wish to re- 
sume his former employment He is, therefore, 
inclined to lend his money to goiremment, until 
he inay &id a better use for it ; and thus the pub- 
lio expenditure will be defrayed without cramp* 
ing or contracting any of those branches of basi* 
ness which continue to be prosperous. No doubt, 
without public loans, a great part of the capital 
thrown out of its usual track by the vicissitudes 
irfwaip, would, of itself, take the same direction, 
llipse merchants, whose trade was unembarrass;* 
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ed, would prefix borrowiAg the amduht of thdr 
contribution, to the cotitrftctittn (^ thieif busifae^ ; 
and if they %ere in good credit, or could dSer 
sufficient security^ such as Welle possessed of sj[)ai'e 
capita! would lehd il to theih, almost as readily 
as to the state. But some time would necessari- 
ly elapse biifore th^e two paHies became ac- 
quainted with each other's ^ktits, and ttitoy dS& 
ficulties would occur before such as cotild beh 
emi^oy thfe stock w^re in a conditioh to give sIl« 
tis&ctory security for its punctual repayment 
By a public loan, that is donci instantly afad d« 
most imperceptibly, which could otherwise 1)e ac- 
complished but slowly, after h&vihg (k^casioiied 
much tanporary loss, anxiety, and lembarnl^ 
ment. 

Th6 capital*thus throwii idle at the commence- 
ment of a war, ot in consequence of its vidssi- 
tudes^ will not, in ordinary cases, be neaHy suf- 
ficient for the annual expenditure, ahd the defi- 
ciency must be supplied, by withdrawing stock 
from what still continue to be profitable employ- 
ments* But it sefems more advantageous to pro- 
cure this supply also, by public, than by privatd, 
loans. Many ctrcumstahces unconnected with 
war lire cotostantfy deranging that equality of 
profits in the several biranches of trade, which 
the competition in those employments, for the 
time most luiirative, tends constantly to restore. 
But besides that, in this way, the strict equality 
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of profits is only an approximation to the irutli» 
there are also circumstances, not immediately re- 

. solvable into profit, which render it more advan- 
tageous, both for individuals and the public, t)iat 
any unavoidable deficiency of capital should af- 
fect some employments, rather than others. Oc- 
casional adventures may, for the most part, be 
abandqned, without any 1q3s, except that of ex- 
pected pro^t. ^ore regular and cqnstant busi« 

. ^ess, such as internal commerce, the re|ai| trade, 
the supply of the ^ aw material for manufactures, 
and these manufactures themselves, are inpapa- 
ble, without much loss and inconvenience, of be- 
ing laid aside for a time an4 aflerw^trds r^sume^* 
Wherever expensive machinery is employed, a 
temporary interruption would be attended wit)i 
the diminution of the profits of the fi^ed, as well 
as of the circulating, capital ^ perhaps with t|)e 
deterioration qf the machinery, and the total 
loss of what has been laid put on its constructioii. 
It is, therefore, both for the advantage of the ca- 
pitalist and of the state, that the stock of the 
speculator should be diminished, rather than that 
of the home-merchant, manufacturer, or retailer, 
and that the stock of the latter should be with- 
drawn from its usual direction, rather than that 
which is wanted for the cultivation of the land, 
pr the full working of machinery already erect- 
ed. When a loan is opened, that portion of the 
national wealth which can most easily be qpared 
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id naturally subscribedL The premium and into* 
resty which induce a merchant to suspend his oc-» 
casional speculations, would be no compensatioa 
&r dismissing workmen who might not again 
l)e easily collected, or parting with constant cus« 
tomers who might never be regained. Far less 
wo]i}ld any ordinary temptation prevail on him 
wHose circulating capital was merely sufficient 
for the due employment of his machinery, to stop, 
jand perhaps ultimately to injure, his works. In 
this way, a public loan selects that stock for con« 
sumption, which, either frpm its ordinary invest 
titure, or from accidental circumstances, can be 
most easily spared. If the war suipplies were le« 
vied within the year, there CQuJd be no selection 
pf this kind. ifVery branch of business would at 
first be equally affected, and every description of 
capital equally diminished. By private loans^ 
indeed, if the law of usury were repealed, this 
equality would soon be disturbed, and those who 
found the greatest disadvantage in narrowing 
their business would gradually induce others, by 
high premiums, to transfer to them the cpmmand 
pf their stock ; but before this was ejected, miicb 
embarrassment, and sometimes irretrievable loss^ 

oilght ensue. 

The operation of the funding system is not, 
however, confined to the absorption of capital 
which is either thrown out of employment ov 
easily allured to the service of the state. PcT'* 
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haps the greater part of every loan, and certainly 
nearly the whcde of the moHey that contiiiues 
permanently vested in pubKc funds, is what^ if 
there were no such fonds^ would have been lent 
on private security, but is now drawn by supe- 
rior advantages to the public treasury. 

When new stock is brought to market^ by a 
contract for a new loan, and the consequent crea- 
tion of new government securities, the price of 
stocks must fall) or^ in oth6r words, the »Dniial 
inccMBe which may be drawn from the Snvestitnre 
of a certain sum of money in the public {unds» 
must increase. Like all other cMitaiodllies, the 
price of stock is reguUited by tlie quantity o&red 
for sale conftpared with die demai^. Before Ab 
new loan was negociated, there must have beeil 
a certain number of the inhabitants, And no more 
than this certain number, who, from convened 
in the public security^ the advantage of havittg 
their money always at command, the hopes of A 
^[leedy termination of the War, or other views of 
coavenience and profit, were content with the 
income at that time yielded by money placed in 
the public funds. The new stock is a frerii sa{K 
ply of the article fot which no purchasers^ at thd 
old price, can be found. The price (rf* stock will 
consequently fall, till the additional income which 
it yields may be sufficient to induce more peofie 
to adopt this mode of investing their wealtb.* 

* If stocks do not always fall on the contractioa of new pub- 
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Money lent on private secority will in conse- 
quence be cailled up, and for the satne reason, it 
win become difficult for die merchant to replace 
fay a new loan, what has thus been withdrawn 
«rom his direction. In proportion as his credit- 
oiB are induced to vest their money in public se- 
curities, he will therefore find it necessary to 
contract bis trade. Bift if the rate of interest be 
ieft to regulate itself according to the state of 
the money market, those merchants whose ord>> 
nary profits are the lowest, or to whom a tempo- 
rary suspension of trade is the least inconvenient, 
will be the first to refuse acquiescence in the rise 
6f interest occasioned by tbe new demands of 
the state ; and th^ loan will still withdraw from 
)[>roduction only that stock which can most easi- 
ly be spared. If, on the contnuy, there be a 
general law, fixing the rate of interest, the va- 
rious branches of buaness, whether profitaUe or 
not, whether capaUeor not of being abandoned 
for a time and afterwards resumed, whether em^ 
ploying fixed or circulating capital, will be cramp- 
ed pretty much in an equal d^ee. The creditor 
win consider, not the inconvenience to which he 
may put his debtor, but the comparative advan- 
tages to himself of public or of private security. 
£ven in such a case, however, it is probable that 

lie debt,, this is to be ascribed to the loan beiog fortseeo, and 
consequently to arrangements being graduaUjr made by thoie 
vho are desirous of subscribing towards it. 
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there will not be so great a reductioB of mercan- 
tile capital in the most profitable branchea of 
trade, as in those which^ being less advantageous^ 
give less spur to the activity of the merchant in 
negodating loans ; and, at any rate^ the incon- 
venience, although ultimately it should be nearly 
as great, would diffiise itself more gradually, and 
b^ felt less severely, than if a certain portion of 
the wealth of each individual were, at stated p^ 
xiods, to be remitted to the public treasiirf, 
. It i^ not merely by the increase^ diffi^lty of 
negociating permanent loans, that the reductioii 
of the capital of the country^ consequent on 
public debt, a^cts thqse merchants who have 
no direct connection with the pub^c^ funds. In 
every natiop at all advanced in wealth, there 
m^st at times be a part of each man's riches in 
1^8 possesaipn, for wh}ph^ he has no immediate 
occasioUf Tins part of his wealth, foreseeing that 
|ie ^U soon require it, he can neither employ 
in tvfii^, nor lend out to others for any fixed pe« 
riod of time*^ The farmer's rent while he is cdr 
looting it ; thQ same rent from the time it is pai4 
tq the Iftndholder until it be spent ; the interest 
received by the c^italist till, in like manner, it 
be consumed ; the returns of the merchant pr& 
viously to their being directed towards new spe- 
culations ; that part of each trader's capital which 
is |*eserved for paying occasiom^l demands ; all 
these, and probably some other descriptions of 
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wealth, are of a nature which precludes their 
loan for any long, and usually for any determi* 
nate» time. Where commerce is not fully under* 
stood, such sums are kept by their respective 
proprietors in their repositories, idle and unpro- 
ductive, until the demand for them may occur. 
But, in a commercial country, there arise bank- 
ers, a new description of traders, who borrow 
this money from its several owners, under the 
obligation of repaying it on demand4 These 
bankers act as cashiers or treasurers for the other 
inhabitants. Every sum of money lodged in their 
hands may, at any time, be called up ; but while 
they maintain their credit with the public, it is 
almost impossible that any such universal demand 
upon them can take place. The payments which 
they receive must always overbsJance the drafts 
made upon them, by the whole sum which, had 
there been no bankers, would have lain unpro* 
ductive in the coffers of all the inhabitants. This 
sum, though too fluctuating, to permit its being 
employed in distant speculations, may, without 
imprudence, be used in such a manner, that, on 
a sudden emergency, it can speedily be recalled. 
To discount merchants' bills at short dates is an 
obvious and advantageous mode of employing 
capital of this description. The banker can each 
day proportion his discounts to the funds that 
happen to be in his possession : he can thua keep 
the whole of the money lodged with him in con- 
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gtank employment i and, by ccmttsctii^ bis dis* 
counts as the demands of his creditors increase^ 
be can secure, by the bills which be has atrewiy 
discounted fidting due, a daily improvement of 
bis funds. The merchant, on the other hand, 
derives an advantage from this accomnodationy 
finr which be is wiUtng to pay ordinary interest* 
and sometimes a premium* Trusting to the ctia- 
count of his bills for satisfying any unft>reseeD 
demands, he is enabled to invest the whole of his 
.stock in more distant speculations ; by deferring 
his payments^ while the market is tinfiivo\iiatble» 
he can avoid the necessity of forcing a diaadvao* 
tageous sale of his goods ; and, thougih at some 
additional risk, he may occasionally push a pro* 
fitable trade farther than his permanent funds 
would permit, till such time as his profits may 
enable him to carry on his business with more 
limited accommodation. 

When a pubKc loan is contracted fi>r, the mo* 
ney is usuidly drawn, in the first instance, firom 
the funds that would otherwise have been en^loy- 
ed in discounting the bills of merchants. Some 
of those who are in the habit of lodging money 
with bankers wiH be inclined rather to subscribe 
to the loan, in the bdief that, before they have 
occasion for it, they will be able to sell off theic 
stock to a profit. The bankers, also, knowing 
by experience that a premium is usually procured 
even by a very speedy sale of a share in a new 
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loan, find it inore advantaf eous^ and nearly as 
safe, to plac^ the money that has been lodged 
with them in the new stock, as to lend it to tra- 
ders, by discounttng their bills. If it should be 
demanded sooner than they expect, they can al- 
ways raise it by the sale of their government se- 
curities ; if, qp the other hand, it be allowed to 
f emain in their possession, they can wait the most 
favourable opportunity for bringing their stock 
to market, and then resume their ordinaty trade 
of discounting bills. Accordingly, for some lime 
previous and posterior to the payment of the in* 
stalments of a loan, money becomes what is call« 
ed scarce in London, and occasionally in the 
^untry ; in other words, merchants find it diffi- 
cult to procure those accommodations, by the 
discount of their bill% to which they are accus- 
tomed. 

After a war has continued for a number of 
yearai, bankers are apt to make purchases in the 
pjifbHc ^ds, not with a view to a speedy sale,. 
1|ut with tiiie intention of waiting the return of 
peace. By successive loans, so much stock is 
brought to market as materially to sink its price. 
The annual income derived from money vested 
in this manner comes at last to equal, or exceed, 
the legal rate of interest; and, in addition to 
this, the holder of stock, at the return of peace, 
is almost certain of such a rise of value as will 
add very considerably to his wealth. This temp- 
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. riius, imi iev asuailv can do so without 

^ ii;; lov cmis;iii:n«jie risk. Experience 

.«»t.s io lUeai :Jac. ih vniitsiry times, a certain 
>..a ,,1 money is IoJip.if ih th«r cofiers, and that, 
s,.it ;it the mo6t uurjvixmible circumstance^ 
: uia :>uin is, onljr to a certaia extent, diminish^. 
'.iy contracting their discounts, they can easily 
iiiLiisfer to the public funds a part oC what was 
tbrmcrty employed in accommodatiDg' merchants. 
If they do this in moderation, it is likely that they 
may be able to hold the stock till the return of 
prnrr, nnd to enrich themselves by the sudden 
rise of price which is then likely to tsdce place. 
Should they exceed a little in thdr purchases, 
or unforeseen circumstances render it advisable 
to recal their funds, they have, in the mean time^ 
drawn as much profit as they could have derived 
from their ordinary trade, and unless they had 
purchased too early, or some signal calamity has 
befallen the nation, they may expect to sell at 
an inconsiderable loss. The money thus vested 
by bankers in the public funds, it is plain,- must 
be withdrawn from its former empkiyment of ac- 
ing the merchants, and discount of bilk 
tisequence be limited. 
ever way bankers may be induced Up 
r discounts, the several branches of 
be cramped, nearly in an equal de- 
en a bill is presented to a banker, be 
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P«d, wil^fiut txoiildiiig. l^ipsfilf tR^enquire iutp^ 
the naturff 9^ prqfil^.of the tTf^^ nf^h thi^. oa*. 
^itaii to b^ advaifp^ op t^^ ^\^e^ of t^e b^, 
19, ixit^ded to, an^jg^^ Thq advantage; of| a, 
l^ublic l9fiii» theiefpr^ over a gf^era)^ cootribu^ 
tjop,for. the; exlfaorcjfffafy cpspen^e^ o^a war^ ia 
as %; as, tjbat loai^ ii^ ^F^'^j^t ^^^^ bankers, ipusl^ 
hp cop^Q^d to ij^ inorq ^(^al di^ipi] ovei; 

avoidal^ deijfi^gjifHi^ijt 9f cjjflf^pjprc^, bfji^g cop- 
sWHcndy, r^n#r^ \esi8.df?tr(^ingto t^^ ipjj^vi- 
d|M)^ ap^. Ipss dfitf inj^ijtal t9, the sfa^ 

1% i* altpgetllfir 97«i|ig, l^pjffiyer^ ^^¥H, 9C 
i|gii]ty that^ tl^ advantages of Ipaos are, in this 
foin%. of vie% so mif ch re^cte^^ Were eaf^h 
ypuspo ^ttpwed to Ipnd h^s in9i^ey; on whatevei; 
^W».3^Q»;^ agre^le to^bipas^ if^d tbjf borrpi^- 
er# t^e wjbple apfount of a If^afi^ b^ whomso^svei; 
tb? capiti^ 9H8^^ ^ adyance^ Y.^ul4 neces^. 
ly bj9 diasra firon^ t;hofle bfJinches of busfn^^^ 
i^blpb CQuld,n»pst ?asay,l?e ^i^^ff^ed^ oj; whiqh 
a^ the time happen^ to be tl^Jeajit productive. 
The demands of government wpuld opj^r^ ge« 
nm^y on the mp^y m^et; iff the coun^, 
Faisiog thie xBt/e of int^resj^ in, w^teyer wfiy the 
mopey was to be ^n|^oyed« Thpse whoi^ busji* 
ness CQ|uld not 9^^ the i;iew rate of interest^ 
woal4 cirpurosoribe thjeir tr^d^ ; others wqiild be 

Vpj^« III. X 
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MriUling to pay the advanced rate, rallier than limit 
that which, after all, continued to be a lucrative 
employment of stock. In the same manner, the 
terms of discounting bills would advance, till the 
bankers found this as profitable a mode of em- 
ploying their funds as any other. Merchants 
whose returns were inadequate to the new pre- 
mium on discount, would contract their dealings ; 
while those who were in more prosperous circum- 
stances mijght still procure that accommodation 
for which they could aflbrd to pay the price. 

In considering, therefore, the relative advan- 
tages of the two modes of defraying a war expen- 
diture; a contribution within the year, and a 
public loan ; it may be fairly stated in favom* of 
the latter, that it selects for consumption those 
particular descriptions of capital, the loss of which 
is least inconvenient, and least injurious botJi to 
the individual and the state. That, in particu- 
lar cases, it fails of making this selection, can- 
not be ascribed to the funding system, but en- 
tirely to an antiquated law against usury, of which 
every consideration of justice and expediency de- 
mands the repeal. 

' There is still another circumstance which dinii- 
nisfaes that consumption of capital, which, in most 
cases, is the consequence of public loans. The 
same advantageous terms which induce bankers 
to narrow their discounts, and capitalists to with- 
draw their money from those merchants to whom 
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it ^wto formerly lent, attract foreign capital, in 
greater or less degrees, according to the price of. 
stocks, and the credit and good faith of the go- 
vernment When high. interest can be procured, 
together with undoubted security for regular pay- 
ment, and a very probable expedition of profit 
soon after the termination of the war, foreign 
wealth is transmitted, in oider to be subscribed . 
to the new loans, or employed in the purchase of 
public stock already created. By this means, the 
waste of national we^th is in so far diminished* 
The money imported may be considered as an 
addition to the riches of Uie country. Formerlyi 
it supported and invigorated the manufactures 
and commerce of other nations ; and idthougb, 
when it comes into our possession, it may not be 
employed in the most beneficial manner; althoi^h : 
it may minister, not to our production, but tor 
our expenditure, and not unfrequendy to lavish 
prodigality ; yet if it prevent us from withdraw- 
ing Qur ^wn capital from ijts U9ual emplpymente, 
to be consjomed in the pursuit of the same ob- 
jects, whatever is thus saved to the nation may 
justly be considered as actually gained. 

It, no doubt, becomes necessary annually .to 
remit out of the country the interest of the mo- 
ney thus borrowed from foreigners ; a circum- 
stance which has been considered by several emi- 
nent writers as one of the most material objec- 
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tion^itO'tfae oontroctioaLcif^piildac debtii^ While 
tbatddbt is oniingitocitiseiis^tfaey have tiiougiit 
it scarcely idjiirious' to the tatidBali wealth ; but 
wfaemthe stock was acquiredi by foreigners^ ihey 
have' dreaded the remittanoe^oF theinterestb as 
tendio^ ^drecUly- to the impeverishmetit of the* 
stalje. Thef did^ not consider thaft^ the interest 
df pubUo loans is raised by ttaieSf the amount of 
wlUch is sayed by individuals from' thdp en!)Jna<-^ 
ly expendittsref to the • dimiiiutiM' of the ^com^ 
fyttSf not o£ the riches^ of the people; while the 
influx^ of foreign' wealth during way tend^ direct^ 
ly tO' lessen thef consumption of that nati«[iaica^ 
pital which is^be origin of all production and d' 
all wealth% The payment of interest is a disad- 
vantage to the n^tion^ no* otherwise than thepi^^ 
ment of intepes^ on a private loan is* a disq^van*- 
tage to ad individual ; without submitting to this 
disadvantage^ there is^ in either case^ no way of 
getting Uie command' of the stock ; and 1^ na* 
tion or the merchant must comphun wi^ a very 
iU grace of that which takes from him onty^ a part 
of what the possession of the csepital' has ensiled' 
him to acquire. 
When peace anivesi some of the foreign pro- 

•^ L*E^rft <Ie» toix, lir. XXII Chap. XVII. 
Biac|tlcm*» Comau Bfx>k I. Chip. VllU 
Postlethmraite's Diet, at tht wprdb Credit and Funds* 



\prietora win (secure their jprofits,- by «elHng tbeir 
'S40ok,*«vd<idtfadfawiiig the money mjuch.iiiey 
ihad lent to thettatidn. )Bat should Feade>ias she 

'cainnMidy»doe6» hriiigeooimnerce:iii her^traio, 
•the retreat of^fereign riches will pcarcdlybe.per- 
i«eived» Amidst .'gcaieTal prosperity, rdie aggre- 
-gatei wealth trjll^speedsly be increased bytthe m- 
' teirprl^e aiid economy of' individuib ; the draia 
'Otiuag (rovni the war wiD be closed' \fft tibe t peace ; 
* and iffdn such circumstances, fiart of tb& capital 
^'inay -be grddusHy demailded, this can only some* 
twhat retaikl an taccuwalatioDwhibhts proceediog 
-at a^ rapid «sd accelerated paee» /The influx 6f 
t fordgn capital siqppiics part of «mr expenditure, 
tat a time wh^n some d^ree of impoveriBhoi^tis 
'Unavoidable, andltikelyitoibe'seterdyifelt both 
ihy ifildivjduals and* the state : thesidisequeiit re« 
^ treat of part of that capitalriakes place «t4r tliae 
when (national wealtiiis^so tapidlyincreaifii^,; that 
' mereaAtile enterprise is sometimes - «t '^ ai Ims^ to 
Mi it profitable employment. I^ ioftux takes 
place-when interest of money is liigh ; the^re* 
treat when it is^low; m <ither words, 'tfiefo* 
reign captal ^anfres^when it ;is in deoumd, attd 
leaves the ooniitrywhen that ^demaifd. has ceased^ 
It is ^fficult to determine ho«^ fap^the several 
•ad^ntages which have now becfn enimieratdd, as 
attendant on > the funding sj^tQm, ^ay counter- 
balance that destruction of capital which it nC'* 
cessarily occasions. At the comn^cnceroent <yf a 
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war, the preference may probably be daimed by 
loans ; for in whatever way the public wants may 
be supplied, the wealth of the nation will, at least 
for some time, be almost equally reduced. But 
when the people have beeome accustcxned to a 
war-expenditure, loans proloag that consmaption 
of capital, which, if the whide supplies were rai- 
sed within the year, would be checked by the 
more rigid parsimony of individuals. la as far 
as foreign wealth is allured, this waste is repair- 
ed ; smd by the absorption of capital thrown out 
of employment, and the selection of that which, 
&om particular circumstances, happens to be 
yielding less than the ordinary rate of profit, the 
losst, which cannot in this manner be prevented, 
is in some degree diminished ; wlule those de- 
rangements of commerce, so distressing, and 
sometimes so ruinous in their effects, whidi 
might be occasioned by a sudden reduction of 
capital in particular employments, or by the sod* 
den imposition of taxes sufficient to cover the 
war expenses, are almost entirely avoided* 
. These conveniences may be allowed, in agrert 
measure, to compensate the otherwise injurious 
effects of public loans^ But the advocates of the 
funding system, not content with palUatlng its 
evils, have argued that it is productive of posi- 
tive and very important advantages to commerce, 
^ose who have held this opinion have enlaiged 
04 the. benefits attendant on what they denomi- 
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nate the circulation of wealth, and have endea- 

. voured to shew that this circulation is greatly 

promoted by the distribution of the interest of 

. the loans over the country, as well as by the 

constant traffic in the public funds. 

It is not, however, very easy to cocgecture in 
what manner a mere circulation of wealth can b^ 
.attended with the slightest benefit. The rapid 
passage of property from one person to another, 
if there be no change in its value, cannot surely 
increase the necessaries, comforts, or luxuries of 
life, in which the aggregate wealth of the people 
consists. That part of the rents of the landholder 
and of the profits of the merchant should be de- 
livered over to the national creditor, in return 
for the capital formerly advanced to him by go- 
vernment, may be perfectly just ; but it is diffi- 
cult to conceive how it should be the means of 
enriching a nation. 

But although what is called circulation be in 
itself productive of no direct benefit whatever, if 
it keep the whole capital of the country in con* 
stant activity, it may be considered as prevent- 
ing a considerable loss. It has already been ob- 
served, that there are various descriptions of in- 
habitants who occasionally receive money for 
which they have no immediate occasion. If tho 
time at which they are likely to require this mo- 
ney be neither distant, nor exactly ascertainable, 
they cannot, without risk of disappointment, lend 



328 OF Tlh: ErrECT op loa'^s 

ittd ibBlvidiMl traBefs. 'Bat firdAi the ^(tetth 
' tiire of public secuiitles, tJiey Aiay v6fet H, -cinih 
%r a few^days, in'pntilic stdik, ^witii theMl as- 
siirailce of^baviAg ital^ys at comiriiniL ^y do- 
ing so, they ^et at liberty othei^capital ^ iMSch 
Its propnetof' Has found a inorebi^tteficSU^ invest 
iTient ; and, by sbcce^^e bpet^tibdsiif life sate^^ 
'kiiid, the national 'debt kteps m eotist!aht pib* 
ductiVe ^mptoybent tl&tWalth^ of WiHch apart 
Svoiifd otherwise refalaia nnpmStkhk to ifs ^ib- 
prietor and the nation, llie'j^ubfic deBtiriaiy 
thus be r^pretented is the main SFftie<felV>f arcii* 
lation, whicli in its rotation collects sAl the ^pait 
and idle Capital of the' country, distkibnting k to 
those by whom it^ cah^be most benefickfly em- 
ployed. 

It must be obvious that this vieV of tbe'mbjeet 
has reference only taavery'smaU^^cif tiieniu 
tional debt ; to that i^hich is at uiy^Me time 
owitig to bankers, or to ^a few hieH^ants, wbo, 
residing in the Vhetropotis, may occiasioiiilfy lay 
but the ireturns fi^oib an^adventnte in Aeporcliabe 
of public securities, till th6y again' have ocdaate 
for their mon^y. if'he whole stock bdongmg to 
minors, to persons under trustees, and in general 
to capitalists of aU'dcfscriptions, if there had been 
^ no public debt, ' would have been lent on moit* 
gage, or personal security. Even' that {fortimi of 
the national wealth, which could hot ' be so lent 
to individuals, woulcl have been lodged with 
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who hadoccddon for it, iti'tettiporaiy aecommoHki- 
tions. If there were no public funds, there muM; 
no doubt be morefihontey to be distributcid iti'this 
nmnner ;' but there' seems no reason to conclude, 
that any 'part of it would > liemain unemployed. 
The i^perior ^icSity" of discount Would at okice 
lower the interest on such accMftaibdatiOns, and 
increase the probability of th^ir bei^ j^otmcteid, 
by the sabstitutioii of other bilb^ fttr those which 
became doe. The ciOasequence of both circum- 
stances would be the' encouragement <^f a more 
extended trade carried on by means of temporary 
loans ; and thereibte, unless it can be slio^n that 
isome difficulty or incdnveniefice ansesfrom ex- 
tending the bu^ness of a banker in propottidta 
to the circumstances of the country, no i^l 'ad- 
vantage,inpoittt Of iis^fol cireuktton,' Can be at- 
tributed to the existcfnce of national debt. 

It may be pfdptr to nocioe- another Oj^nion, 
which, although it invV>lVes an absurdity in the 
enunciation, has met with wme supporters ; thit 
national debt is national capital. All the wealth 
lodged in the public funds may be viewed as 
waiting till a more beneficial employm^it may 
present itself, and ready at all times to be direct- 
ed to any useful purpose of agriculture, manu- 
facture, or trade. It has, therefore, been argu- 
ed, that, by owing an immense debt, we have 
created an immense fund or reservoir of national 
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opoleDce, which, when wanted, can be drawn <^ 
into those cbannela most likely to fertilize the 
eouDtiy. 

On Uiia Opinion it may be sufficient to re- 
mark, that numey once vested in publie funds 
can be withdrawn fnnn them only by saie ; that 
for each seller there must be a pnrchaser to th^ 
same amount ; and that, consequently, every sum 
drawn out of stock, to be employed in trade, 
must instantly be replaced by an equal sum, which 
was formerly commercial capital. Hie aggregate 
wealth of the nation can never be increued by 
such transferences ; nor can that wluch has been 
consumed by the public expenditure ever after- 
wards, unless by more rigid parsimony, be recall- 
ed into existence^ So far from creating a new 
fund of capital, as has been preposterously as- 
serted, every new loan, unless negociated in fo- 
reign eountries, must have turned a part of what 
had already been accumulated to the purposes 
of expenditure, and caused it to be consumed 
without reproduction. 



CHfAPTEft it. 

Of the Funding System^ m r^rence to the external 
Policy^ and internal Government, qfthe State. 

However important may be the effects of the 
funding system on the progress of national wealth, 
there are other points of view, in which its con- 
sequences are no less deserving of attention- 
It is scarcely possible that the substitution of 
loans for war contributions should not influence 
the foreign policy of the state ; nor is it proba- 
ble that a great and increasing revenue can be 
annually levied from the people, without affect- 
ing |in practice, however unchanged the theiMy 
and form& of government may remain, the in- 
ternal distribution of political power. 

That the funding system ^es great facility to 
defence against sudden attack, as weU as to the 
infliction of speedy chastisement on aggressws, 
can scarcely be denied ; and when war beeotnes 
inevitable, that mode of raising the supplies, 
which calls out the national resources with great- 
est promptitude and effect, must, in this point of 
view, be preferred* By a vigorous effort at the 
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comineticement of a war, fear and despondency 
may give place to confidence in the public mind, 
the enemy may be deterred from a meditated 
injury, or he may be made to feel the evils inse- 
parable from hostilities^ The first operations of 
a war are not *uhffeqti6nily' decisive of its final 
result. Not to mention the effect produced by 
Ae appeataMce 6f vigour on Ihe counsels ofneigh- 
bcmrhig states; the capttire t}(ta few fortressfes may 
lay open the whole of a kingdom to incesssait in- 
' f dads i Ae desttir«tion 6P a<«Ui(ty , * or* Ifae )<»fi8 of 
•etperieiMed <Mffieers, otiy ^^^eaken the system of 
defence, ittd frust^Me ^\iM^ of attack ) the mi- 
^ure ot licfaf cdonies may derange tfafe^'finances, 
^or ruin' BQHAd b^imch Of mjtttaiki3tur& r^^qnisite for 
the subsistence of f^e pM^' ; ' an^ ev«n a tempo- 
raiy InOen^uptibn ^f tfaSAe, if»sttdidk» MMig^nefal, 
^niay 4ist^tts<a comtnerdal teliion so mueb- as^ to 
pMdQces. diidposMon) to feadonatrle aticoMMcAa- 
tton. In t^s way, ^a'stMeth&toan'rapWy bring 
ibrdi'iierJttHeans df <aimoyinice, if 8hti*be«Qleide. 
rate in her-dtiniMids, ma7ffi^e()«ientiy dietate^the 
temtfl^ of peae^ to^hei<i|ii«rer^taifdy'eiiemy. 

^he atteinpt ' to taite the ' supplies within the 
ryear is very< adverse to st¥«fiuou^exertion»atUie 
comrneneemetifi'df'a war« N&twithstdiidiiig(«hc 
gencaral aptitilde, on every trivitJ: ocoabidn, to 
'hM»e reooune to that remedy,'^hich ooght to be 
men^ fin* cases of premeditated insult, or im- 
minteit ^danger, the ptovocatton > is S6ld<mi Buffi- 
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lent to unite ibe wluile^ia |ieQ|ie uindecu^ci 
wishifor hostii^es. Tbiaonie^ the ol^Qct will, 
appear unimportaiity thef pFohabili^. of suco€»9 
donbtfiil^ ^or the aifebempta at, negociation inwur 
c&se*. The remoaetrances of.themone modetftifb 
more just, od ihois> tiipid,, tauf. be* (teowDed fpr. 
the moiQsotoimih^^dBmqvmxdiim i but. 

the^miiiister. will be unwilUiig to atreugtheP' <^ 
poaitioii hy the.'aooeBsi0n.o£liu»e», who». t^pii^If 
deaff to the viwoe o£ hmnaiiifajr^ acq trembUp^ly. 
alive ta.wfaaievet aiObcts tfaeix) priiiate inteinesAs^, 
'So prevent the alarm of the delfisb^ the v*r wiU; 
be repissented a9> formidatdei. neither m its, up- 
mediate expense, noir in iita probable duralioife, 
It.wsflLbeeome tiie.greajb object ofi adiiiiQi«itoa|JQnf. 
not fa^s a vigcra)U8. ef&xrt to> incline the en^my tp 
peace» but hy a languid waofaore, to qMire the. 
pocket& of ibt pecqple, till such tibid Bh ir^t^tod 
bj alternate success and defe^it^. they are p^rep^* 
red to. ma](e gireater sacoifises to dieir paswons, 

Nor, iivleed, could a H)sm3tr)^ viituous enoMgh, 
to {a:e£er the puUliic welfiure to theii own pof^ 
Iadty> find) meaps all at once of raising SMpf^ties 
adequate U^. "rigosoua and dedsive eiostsk The 
slji^btefik survey of die. onduiary' souraes. of piijUjc. 
ren^^aue will evince the eosJnnie difteiidty ^f le- 
vying on a snddea QtMsgeafiy, great and imilMPial 
confribntions^ wiAout ooeaaiooiAg i^^ustice, na-i 
tioDal: distsess, or such diaoontent as^ under ^ £?9e 
government, must lead to an immediate change 
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of measures. In an extensive and commercial 
country, it is probably impossible to devise any 
mode of general assessment, according either to 
property or income, which will not be liable to 
the cbai^ of injustice, or exposed to frauds of 
very difficult detection, x>r productive of intolera- 
ble inquisition, partiality,, and oppression. Any 
other direct tax, if very heavy, and veiy sudden- 
ly imposed, by occasioning immediate retrench** 
ment in that part of the expenditure selected as 
the criterion of wealth, will, at least for some 
time, be unpmluctive. To levy new indirect 
taxes to a great extent would require the employ- 
ment of revenue officers unaccustomed to the 
dbty, and therefore unjd}le to check the various 
means of evasion which the interest of dealers 
would qpeediiy invent ; and to raise very hi^ly 
the rates already chargeable on importation or 
manufacture, while, by encouraging smu^in^ 
it might even injure the revenue, would, in many 
cases, obstruct the trade of the country, or ruin 
some branches of industry requisite for the em- 
ployment and maintenance of the peo(de. Amidst 
so many difficulties in raising ww stqppUes, the 
temptation to procrastinate would become irre- 
sistible ; and from want of efficient resources, if 
not from a criminal desire of popular favour, die 
warlike preparations would be allowed to lan- 
guish, till the opportunity of striking a decisive 



# . 
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blow was past, or perhaps till tbe nation had been 
roused by signal discomfiture. 

Under the funding system, there are no such 
difficulties to be encountered. There may be a 
want of troops, of ships, or of military stores ; 
but, at the commencement of a war, there scarce- 
ly can be any deficiency in the exchequer. What- 
ever exertions may be demanded by the state of 
public affiiirs, commensurate supplies may easily 
be obtained. The amount of the loan* occasions 
no perceptible inconvenience to any one, but, on 
the contrary, very obvious advantages to great 
capitalists. The interest, indeed, must be pro- 
vided for by taxes, which, in some degree, dimi- 
nish the comforts of the people ; but the propor- 
tion of those taxes exacted from each individual, 
to pay the interest on a single loan, has little in- 
fluence on his prosperity, and frequently, by the 
mode in which it is raised, may be altogether hid 
from his view. It is no very difficult problem, 
after a season of peace, to levy what is sufficient' 
to discharge the annual interest of a considerable 
loan, without pressing severely on any description 
of the inhabitanits, or injuring smy branch of the 
national trade* A minister, therefore, is under 
AC temptation, from fear of opposition or want of 
resources, to delay those exertions which might 
lead to an honourable peace. Whatever he thinks 
should be done, that he has the means of accom- 
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of 



jpjftbe nation, ap4 mny qri^jh his enemies, 

^4^7 ar^ v^ly attempting to levy ooutri- 

^pv^ ;^equ»te tQ the w?if. In thisi paint of 

^^, *e fi»n4|pg. system hi? 59 cjecidfid a pre. 

fereqc^ t^ like a stwdlflg. anny,. sqoa after it 

has. b^en adopted by oppna^^on. it must^ in some 

4figree at, le^^ be iini^tqd by a}^ Ijer np^h- 

bpurs. 

There h^no.^u, ri^ Uow^ tffat thip fk. 

cy t» go. t^ WW oa digj^t^provpcation. wWcV^ ha^ 
ite ongin m the ppde and impajtipnce of man- 
kind. Were the supplij^ tp be cais^ within the 
year, ^warl^ propensities pf the people wouU, 
be moderated by the apprehension of immediate 
inconvenience ,^ iinppyeriphipei^ In oidWto 
HMse his share of ^^ pontributipp, tl,p Jandhojdv 
e. vwld be forced 1^ sell part, pf Us ^u^^ 
create a new mo^tg^ op hi^ lands ; the mei> 
qhant. mwiufepuuer, and farmer/ would find it 
necessa^ to relinquish part o^ that stock, W 
the employmept of whipli their Bmamk revenue 
was derived; the capitalist ^Quld haye to sur- 
render part of thaA wedth ifWpl,, bging l^t put. 
yieWed hm regular inters ; apd th^, worlwnan 
would suflfer frp«, the:8udde.ldte«re««of ttL 
fiinds by which industry is pufc in «otip». The 

general unpoverislutaentconseqaepliWbostiUties 
bemg thus brought home to the apprehension 

6 
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tfnd feelings of every man in the country, the 
object of a war would require to be at once de- 
terminate, important, and attainable, in order to 
induce a majority of the nation to submit to so 
many immediate losses and privations. 

It is otherwise under the funding system. No 
direct demand is made by government on any 
dass (^ the inhabitants. While landhdiders are 
fwced neither to sell nor mortgage, and while, 
from the waste of a campaign, the price of pro- 
visions, and consequently the rents of land, may 
be expected to advance, rather than decline^ 
some additional taxes, particularly if levied indi- 
rectly, are entirely disregarded. The wealth be- 
loi^tng to individuals not being demanded from 
them, but allured by the hope of greater or morje 
certain profit, capitalists may leave their money 
in its former investment, unless they are content 
with the terms offered by the state. At the com- 
mencement of most wars, there is indeed consi- 
derable coHunercial embarrassment froni the ob- 
struction of several of the accustomed channels 
4if trade j but the ingenuity of merchants soon 
discovers new markets, or circuitous routes by 
which they may stiU have access to the old» 
while the absorption in the public expenditure 
of part of the national capital facilitates the em- 
plojnnent, and enhances the profit, of that which 
remains. £ven the want of the usual mercantile 
accommodation is little felt at the commence* 
vouiu. T 
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ment of a war^ wlieo, in coDsemience of tiift ten^ 

• • • 

portly decay oi txade, the demand for that mc^ 
commodatton is diminiahed ; and, at any latef 

• • • 

the reraiction of discount, being an indirect e£^ 
feet of public expenditure, is attnbnted to other 
causes; to a stagnation of trade, to a sfHiit of 
speculation, to a want of circulating medium^ to 
something, in short, of a transitory and often an 
undefined nature, from whidi, in the partial and 
contracted views of practical merchants^ it seems 
more iaunediately to proceed* The workmea, 
whose voice is little r^arded in pnblic sffidrsL 
are perfaiqps the only order of the nnmninnity di- 
rectly and visibly iigored by the GommenofeiMBt 
cfawar; and after their numbers have been i^ 
tdnced by the sword, in the same prnportion that 
the national capital has been diminished hy the 

wages rise agsia to thev far- 
ad^ ahhottgh the aggregate p ro gress 
and labour has unquestionaUy been 
each individual seems as ridi as be- 
foie* The accumulation of taxes, wUdi is in 
reality equivalent to the reduction of theioeoae 
of eadi contributor, is concealed by an intrkate 
sjFStCTQ of finance ; and the people, readied in- 
aensible of national impbi 
easily induced, upon frivolous pretences 
gage in wars, from w^idi Ubitj Ibresee 
pecuniary loss, nor, nnder the establishmait at 
etandiogarmie6,perMBaljncoBvenienceordaB0ex< 
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W^iB ihe great body ef the ptoffle is tl)U9 
IttUeid by l^e opieta of loans, k becomes tbe m 
temt of a rich and powevfol class to foment dn? 
oordy to cherish every national antipathy and paSf 
sion^ and to iniame every trivial disput^, till ^ey 
plunge their country into wan 

War may justly be styled the g^eat harvest ^ 
ttpitalista. By occasioning a new and siidden 
demand 19 the nu»iey markets even if iqinistcra 
were as penurious aa^ for the most part, they are 
careless and profuse^ it cannot fail to enhapee tha 
ordinary rate of intenest By creattng new sto^, 
indeed, it lowers the value ef the <dd» and ioipo* 
viprishes tlyose who have other uses &r that |»af 
perty. which is abeady vested in the public funds» 
The same circumstancey however, enriohea the 
great capitalist. As the price oi stocks decHneHi 
he takes measures to recall his e^Htal^ and have 
it ready at con^mand. When such a defnressMR 
has taken place as renders die dividenda equal to 
tile ordinary interest of moneyt he can btty bMbQ 
the funds, with the certainty of receiving Ms usual 
wvenue, and a l%h probability ei ultimately in- 
creanng his wealth* Having no use for hia capi- 
tal himself, he can leave it wilbout laconvepsKK^ 
in the public fiinda, until the return of peaeet pr^ 
perhaps, wvie temporary ddusion may enaUe 
bim to sell to advantage and reidi^e his gaiAi# 
Whatever may be the national impoverid^mentt 
he is exposed to no risk but that (^national ba^ 
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tuptcy, which scarcely enters into his calcula- 
tions ; and this risk apart, he is certain, sooner or 
later, of making large additions to his fortuae. 
Other capitalists, residing near the seat of go- 
vernment, procure the earliest intelligence of 
whatever is likely to affect the daily price of stock, 
and, having money at command, are enabled to 
profit by the constant fluctuations of the stock- 
exchange; some, by lucrative contracts^ thrive on 
the spoils of their country ; and others, by speeds 
ily supplyingthe public necessities, almostdictate 
tiie terms of tbe loans. It is dangerous to array 
such interests against the tranquilUty of man- 
kind, to stimulate selfishness by profits exactly 
commensurate to public distress, to slUow the 
basest motives to shelter themselves under pre- 
tended zeal for the honour of the country, to em- 
ploy all the influence of great capitalists (and no 
influence can be more powerful) in cberisbiflg 
arid spreading the flames of discord, whether 
kindled by the misguided passions of the multi- 
tude, or by the criminal ambition of courts. 

If, by these means, wars are rendered mor^ 
frequent or of longer duration, the evils arising 
from the funding system can scarcely be com- 
pensated by any' convenience to individuals, or 
triumphs to the state. It would surely be wise to 
submit to greater commercial embarrassment, 
when hostilities were unavoidable, if, by so do- 
ing, their recurrence or prolongation could bQ 
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prevented. Evem tibe advantages of prompt asd 
vigorous exertions ought to be relinquished, if 
they can be purchased only at the expense . of 
£requent and unnecessary wars. Let us reflect 
tor a moment on the complicated evils which wur 
inflicts on mankind ; the sufierings of the army 
and navy ; the solicitude felt by the friends of 
such as are exposed to danger^ and their grief 
for their death ; the misery entailed otk families 
deprived of those on whose labour they depend-* 
ed for subsistence, and thrown. destitute on die 
charity of strangers ; the ^mine, crimes^ and 
desolation, which, following the motions of con* 
tending armies, afflict the theatre of war : let u^ 
then say, whether a system, which occasions, or 
prolongs, such accumulated evils, can be justified 
by considerations of commercial convenience' or 
of pohtical arrangement. Even the more effect 
tual resistance of unprincipled ambition would 
be too dearly bought by the sacrifice of that 
spirit 6£ moderation and justice,' which, if free 
from weakness, will always command respect; 
akid a few fortifications/ well constructed, and 
bravely defended, will arrest a sudden irruption 
of the eiiemy, till such! time as the resources of 
a people, strong iti the justice of their cause, can 
be called forth' for the protection of the state, 
and the chastisement of invaders; 

He who is justly solicitous for the liberties of 
his country will find another objection to the 
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fya&iag system ta tiie fnfln^ce Hkd \ 
which it Tttver M\s to ctCatc^ 

If loMiB be cDntractei far without a free com* 
{tetition of ^ who ere willing to nippljr the pub* 
Uc wants, an of^portuDt^ is afforded to Aa nn^ 
sister of enricbing his adberents with the pab- 
Kc ^mila. B j the adoption of free eorapetiticH^ 
lagrant abuses of this natare are in a ^rmt rina» 
sure prevented ; but still a connection is ibtnwd 
betweeta what is called the monied lauivst and 
liie govemnenti which is I^ no means &voataM 
ble to tiie welfare of the state. Contracton for 
loms are averee irom all changes of adaunstrafc 
tion, which flxquendy have a temporary eflfect itt 
defH^sii^ the funds, and always render it nec«fe> 
sary to transact l>ustness with men whose fi&a» 
dsl views and pngects are unknown. Hanng 
tdcen tiieir measures according to certjm opik. 
hions and practices of the existing sdnuniitn- 
tion, tiiey are disinclined to changes, whether 
of tnen or of measures, by whkh the estabHsh- 
ed routine might be disturbed. If ifaey preftr 
boe set of tninisten to another, independetitiy 
oi ibe possession o£ office, their interests vifl 
lead them to support thtat party which ***«<^qf f 
economy, prefbi^ tlie moat triUiant, though most 
expensive, system of policy, and is little aoiicit- 
detect (H- punish pecnlators. Hie laoR 
: the national wants, the more extnngant 
the terms on whidi the^muat be mpplied i 
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die more lawidi or candesi the system of admi* 
lustration^ the greater will be the prc^ts, adcnow^* 
ledg^ and concealed, attending every speoies 
iMT public contract. When annual loansi to a 
great amount, are to be negociated, the fiivour 
and confidence of the great capitalists will always 
be useful, and tfaeif emnity may occasionally be 
fatal, to a minister ; nor can it be illiberal to 
suspept that their &vour may sometimes be coo- 
ciliated, or their enmity diflormedf by measures 
conducive to their private interests^ in the same 
degree diat ifaey are prejudicial to those of the 
atate4 

This intiuence is chiefly confined to the time 
of war. But there is another influence still more 
extensive, which, under the funding systenif ' lu6 
a permanent operation. 

By a succession of loans, the national debt 
swells to an enormous extent, and the interest 
upon it, peihaps five or six times the amount of 
the other branches of the peace establishmei^ 
must annually be levied from the people, and 
paid to the public creditors. When such a sum 
has to pass throug|h the treasury, sli e^tual 
check on its receipt and disbursement becomes 
impossible. Those who are appointed to control 
ministers are their creatures, and may partid* 
pate in tSie spoil ; nor can any security be deri- 
ved from thepubiicxty of accounts so votuminotts* 
intricate, and cotifnsed, that the labour of seye- 
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ral years could scarcely detect frauds artfiiUy coii^ 
cealed. No person, unless paid for it by the pub- 
lic, can be expected to devote himself to such a 
tedious investigation ; and, even if he had disco- 
vered peculation, he could scarcely make it plain 
to th6se who were less accustomed to the la- 
byrinth of intricate accounts. Between such an 
enormous receipt and expenditure, each varying 
irom year to year, it must therefore be veiy easy 
to abstract a sum, trifling in comparison of the 
revenue, but sufficient to secure the return of* 
ministerial candidates at a general election, to 
open the mouth of one senator, and shut that df 
another, and in general to reward those secret 
services, which it might be unseemly to particu^ 
larise in the public accounts. 

Even if it could be believed that, owing to the 
checks of office, or, the general probity of admi- 
nistration, direct bribery had no existence, very 
dangerous sources of influence must remain. If 
a very large revenue must be annually levied, 
aflter the most proper subjects of taxation have 
been exhausted, . recourse will be had to such as 
arc objectionable, or the rates of existing duties 
will be raised to an improper degree. Smuggling 
i& the inevitable consequence of a financial sys* 
tern which may be forced on the most virtuous 
> minister, by the necessities of the state ; and to 
« repress practices, destructive of the revenue and 
injurious to the fair trader, powers incompatible 
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^mth freedom must be lodged in the hands of re- 
venue officers, by whom th^ are likely to be 
abused. At the suggestion of government, or 
with the view of evincing zeal for the interests 
of administration, such officers may harass and 
ruin any merchant who dares to oppose the mi- 
nister of the day. Under pretence of duty, they 
may ransack his warehouses, pry into the secrets 
of his trade, punish every little irregularity with 
the utmost rigour, and render every trifling nd^ 
take the subject of expensive litigation. Mer- 
chants thus exposed to oppression, from which 
their competitors are exempted, must either aban- 
don their trade or conciliate their inspectors* If 
they cannot approve of the measures of adminis- 
tration, their interest will teach them a servile 
acquiescence, and they will gradually become 
indifferent to discussions in which prudence for- 
bids them to take a share. Once sunk into this 
apathy, they will soon be converted into enemies 
of whatever, by rousing them from their lethap* 
gy, might force upon their minds a conviction 
of their own degradation. They will insensibly 
learn, for their own ease and comfort, to set their 
opinions by the will of the minister, and, libelling 
human nature, they will at last pretend that there 
is no distinction, but the possession of office, be- 
tween the several parties in the state. 

An influence, likewise, of a much more exteiv 
aive add direct nature, seems inseparable from. 
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Ae ommMjr iniaeU system irtuch is ptdaJSf 
wtmrrd am the foundation of notional debt To 
roJiert die immense revenue appropriated to the 
■uJonal creditors, an infinite number of officers 
iwKt be emidoyed» wIhIc, in all probalnli^. no 
•netss coosifltent with the interests of tbe reve> 
me can be devised for ^minting, promotii^, or 
onhienn^ diese officers, except by the direct 
or indirect orders of adminiatratioii. A multitude 
^ oScen ia every earner o^ tbe coantry, and 
«jtli enoiiuaents adapted to all t&e several claaaeg 
•f society, are ihua put at the uncontxouled dis- 
posal of the minister. ¥tom that instant, he di- 
rects tbe opinions and condnct, not only of aU 
those whom he has ^ipointedi or nu^ promote^ 
Imt of all the expectants of {dace, with i^^ 
friends, relations, and dependants. A machine 
of irresistible power b placed in his hands for 
Agitating' or composing the puUic mind ; henc^ 
■forward tbe tide of pubMc opinion ebl» or flows 
iccording to his will : by tbe clsmoor offals ad- 
rerents, the voice of (^poation is efiectuatly 
trowfied, the we:dc are carried along with a cur- 
ent which they cuinot resist, and even tJie more 
teftermined, may tremble at a contest witb tbe 
nercenary ze^ and interested malice of his par- 
izans. 

By these several means, the national debt bo- 
nmes so adverse to freedom, that, unless aiea- 
lures be adopted for picveDting ka vnlimfted in*' 



ON FOBXIGK AND DOICBSTIC POLICY. S47 

crease, a time must arrive, when, in spite c^ 
checks and controls, the will of the minister, or 
of the sovereign by whom the minister is ap- 
poihted, will dictate the resolutions of the na- 
tional representatives. It may then become a 
matter of doubt whether the form of public de«, 
liberation be useful or detrimental to the nation. 
Oft the one himd» open discussion may inilbrtti 
the govemment, and keep alive some sparks 
of independence and patriotism among the peo- 
f>le; but, to the other hand, the seaibhnce of na- 
tional deliberation embdldens a bad minister td 
exercise acts of tyranny, to which, if appearing 
to emanate from despotic power, the people 
"would not submh ; while <ihe means by which 
Asomxpt inflnence is diffiised» require heavier buiu 
4eds to be laid 09 the nation, make it necessary 
-to tolerate more general pecnbtion in public o^ 
•fices, and generate the most slavish haUts, and 
^dq^rading modes of thinking, in all those (and 
in numbeir they are no contemptible portion of 
ibt inhabitants) to whom that inAuence, directly 
iidirtttly, may vsteod. 



CHAPTER III. 

Qfihe Funding System in connection with ike Estch 
bUshment qfa Sinking Fund. 

Ai^THOUGH it may be demonstrable that the tm- 
tional debt, if allowed to increase during every 
'war without being diminished during the ensu* 
ing peace, must at last create such an overwhelm- 
ing influence, that, in spite of the best*contrived 
form of government, every real power will ceii<* 
tre in the prince ; this consideration of itself 
would scarcely induce a minist^ to propose, or 
the nation to agree to, an immediate increase of 
the public burdens, in order to guard against 
what will at all times be represented as a dis- 
tant, if not an imaginary, evil. The habits even 
of a virtuous minister lead him to be little solicit- 
ous to abridge or limit the authority of the so- 
vereign; and by the people, prophecies of future 
tyranny will be disregarded, in comparison with 
an immediate increase of those taxes, the pres- 
siu'e of which can neither be overlooked nor de« 
nied. He who displays the mischievous conse- 
quences of adding year after year to the debtr 



OF NATIONAL ^BBT^ &C. Q4lt 

«md revenues of the state, wiH be slighted as a 
weak, though well-meaning, visionary, perhaps 
censured as a factious declaimer, or at best con- 
«dered as the proposer of desirable, rather than 
x>f practicable, reformation. A time indeed will 
come^ when his most gloomy predictions will be 
fuUy verified ; but long ere that time, corrup- 
tion will have extinguished the spirit of liberty, 
or the irresistible influence of the sovereign may 
openly set at defiance the repining and discontent . 
df the people. 

Fortunately, there are evUs, inseparable from 
nmUmited accumulation of public debt, whidi 
are more likely to attract the attention both of 
ministers and of the nation. Those who are most 
regardless of the decay of public spirit, and of 
the increase of ministerial influence, cannot easily 
avert their eyes from the financial difficulties re^ 
suiting from a number of successive loans, if un* 
accompanied with any provision for their gradual 
'discharge. 

Perhaps Uie only absolute limit to taxation, is 
the niere subsistence of the people. If means 
could be found to induce every individual to con* 
tent faimiself with bare necessaries, whatever is 
now expended on comforts and luxuries mig^t 
form the revenue of the state, and it would be 
long before the utmost profusion of government 
could exhaust the loans that might be made on 
the security of so great an annual receipt* But 
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in practice» there are oHhet Umitfli f^ f^eri of 
this, which no prudent adminiatnition will veo* 
tore to ai^oach. 

As the annual payments to the natkNoal credit- 
ors are increased, new difficultte« arise in levying 
the requisite revenue from the people- Those 
taxes which are most easily raised, which are 
least liable to evasion, least obooxioiM^ least burfc- 
fid to industry, may be sufficient to defray the 
interest of a moderate debt; but will be^und uh- 
adequate to the demands, arising £pom a ntunber 
cf successive loans. To iocreaqe the eiris^ng 
taxes may be to dqirive them of all their feccMO- 
mendations, to set ingenuity at work to devise 
new means of escape, and to render both expense 
and vexatious inquisition indispensable jbr the 
detection of fraud. Other taxefl^ less just, or 
less expedient, must therefore be grsduaUy adopt- 
ed, national industry becomes shackled by nume<- 
rous, and sometimes very inconvenienti restrio 
tions, the morals of the people are corrupted by 
illicit trade, the spirit of enterprize is depresaed, 
and at last, by the accumulatioo of public exae^ 
tions, commercial capital may he induced to ^ 
aert the country. These are not distant evils foie- 
seen only by prudence, but present evik, the ex^ 
istence of which is too much ftlt to be ooptm^ 
verted or overlooked* Each new budget iot* 
creases the financial difficultteSf till even the w^ 
nister, who^ for the ease of his admuiiatnitioDy 



IVCTH ▲ HRKnrG VUMD. Sff 1 



iniglit be indined to shut his eyes against the 
trath, is «t last convinced that, without some 
check on the constant accumulation of debt, the 
system musty at a future, and perhaps not a veiy 
distant, time, become incapable of further exten- 
sion. A period may be confidently anticipated 
at which the ingenuity of evasion will defy all the 
ingenuity of checks and control, or the public 
exactions will undermine the prosperity and damp 
tiie exertions of the people ; a period at which 
that increase of public revenue, which is at pre- 
sent a matter of some difficulty, will baffle all the 
contrivances of the most dexterous financier. 
When this period arrives, the funding system is 
at an end, public credit will be annihilated, and 
there will be no means of defraying the annual 
expenditure^ but the seizure of those revenues 
which were appropriated to the creditors of the 
state. 

There are also other dangers attending a rapid 
stfxxunulation of debt. Long before the objects 
of taxation are nearly exhausted, the people nmy 
refuse to submit to further privations. Because 
we have seen them cheerfully resign a fourth of 
their income to the wants of the state, we cannot 
conclude that ihej will, with equal submission, 
Msign a half. As taxes are accumulated, priva- 
tions become more painfid. To part with a lew 
superfluities may be easy, when the passions of 
^e nation are roused, or general confidence is 
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reposed in the wisdom and integrity of admim- 
•tration j but to abandon one indulgence and one 
cMnfort afler another, without any prospect of 
« q>eedy diminution of the public demands, may 
At last wear out the patience (^ the most loyal 
people. The increased exactions, particularly if 
the events of war be unprosperous, may generate 
such a spirit of discontent as shall cause even the 
boldest minister to shrink from an increase of the 
public burdens. In such circumstance^ there is 
40 end not only to the funding system, but also 
to eveiy scheme of nosing extiaoid&naiy supplies 
vithin the year. Should immediate peace be un- 
attainable on terms agreeable to the nation, there 
remains no resource for defraying the annual ex* 
penditure, except the misap(dication of the re- 
ir-eaue provided to discharge the interest of the 
debt already contracted. Such a breach of pub- 
lic faith must indeed ruin many individuals, and 
is in truth a robbery of part of the nation for the 
enefit of the rest ; but it will be defended oa 
le plea of public necessity, and, in the hour of 
istress, the complaints and remonstrances of 
lose who are aggrieved will be little r^iardecL 
This," says an eminent author, *' I think may 
be called the natural death of public credit : for 
to this period it tends as naturally as an ani- 
mal body to its dissolution and destruction." * 

• HiiiDe*s Em^ Pm IL £017 IX. 
3 
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It 18 a measure of obvious prudence; ere k be 
too late, to ward off such calainitiesi. A minis- 
ter must be anxious to avoid a crisis so big with 
dai^^, and the people, if they can confide in 
the due application of the fitnd, will easily be 
persuaded to contribute to a ateasure essential 
to public credit, as well as to the iUture resouT'* 
ces of die state. Accordingly, as ealiy as liie 
y^ear 171^ a sinking fund Was established in Bri- 
tain ; but, after some years, being often diverted 
to other purposes dian the liquidation of the pub« 
lie ddjt, itsoperations became wholly inefficient* 
The frequent wars in which Great Britain was 
engaged, and in particular that which terminat 
ted in the ind^iendence of America, were at* 
tended with great, andt at that tinie, unexampled 
expense ; so tiiat in the year 1783, the national 
debt had risen to what was then considered as 
the alarming amount of 34<0 millions. * The 
great depression of stock during the last year$ 
of the preceding war, seemed to prove the ne* 
cessity of reducing this debt, and setting limits 
to its fiiture accumulation. In this view, taxes 
were imposed, calculated to produce one million 
a year beyond the peace establiabaient, and tiiis 

• hk Febciiaijy 181S, the frihole debt due, or goanmteed 
by Britain, when reduced to 8 per oents^ end after deduct- 
ing what had been redeemed by the ainktog fund, amounted 
to 691 millions, exclusive of unfunded debt* 

See Hdmilian on the National Deht^ page 115. 
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annual ^million was vested in trustees to be em- 
ployed in purchasing, for the behoof of the nar 
tion, part of the stock that had been created^ 
By annually adding the interest of the stock so 
purchased to the million issued by government* 
it was calculated that the whole existing debt 
would be redeemed in little more than fiffy years. 
By this plan, however, little would have been ao 
complished, if some kind of limit had not been 
assigned to future contractions of de(>L Long 
before the 940 millions were redeemed, new loans 
to. a much greater amount might have been re* 
quired, and the time of liquidaUng, or even re- 
ducing, the public debt might have been inde* 
finitely postponed. At the commencement of 
the next war, it was therefore resolved, and in 
the strongest manner recommended by the l^is* 
lature, that, in all future loans» one per cent, 
beyond the annual interest, should be provided 
by taxes, and applied, by the same oommisaon- 
ers, to the discharge of the debt. By the ope- 
rations of compound interest, it was ascertained 
that each loan would, in this way, be fully re* 
deemed in somewhat less than forty years irom 
the date of its contraction.* 

This sinking fimd, though entitled tohigb com- 
mendation, has proved inadequate to the desired 

* These two funds are now consolidated* and yarions altov 
ations have been made upon them. 
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reduction of the national debt Its operations 
were much too alow to produce sufficient eflect 
during any peace of which former experience 
could warrant the expectation. From the revo- 
lution, the years of war had nearly equalled those 
of peace, and it was doing too much honour to 
the advancement of civilization, to trust for the 
efficacy of a plan of finance to any considerable 
mitigation of those selfish and irritable propensi- 
ties, which, in opposition to common sense and 
humanity, plunge nations into war. One cam- 
paign, it should have been recollected, adds more 
to the national debt, than under this system could 
be redeemed during many years of tranquillity. 
If the ensuing peace had been <^ very long du- 
ration, the riches of the nation must have accu- 
mulated so rapidly, that, amidst the geperal pro« 
sperity of the country, the burden of the debt 
could scarcely have been felt It was not for such 
a state of things, but for the possible renewal of 
war, at no very distant time, that it was expedi» 
ent to make provision ; and therefi»re the opera- 
tion of the sinking fund ought to have been such 
as materially to afibct the resources of the state, 
during the period that might reasonably be as- 
signed to the ensuing peace. One million a year 
with accumulated interest amounts in ten years 
to about isi millions, which, at that time, might 
have been considered as nearly the expense of a 
jingle campaign. On the recurrence pf war, Uiq 



856 OF NATIOKAL DSBT, 

relief expected from so small a reductioii of the 
debt could not be of importance ; but had two 
or three millions been annually set aade for tiie> 
same purpose, the resources of the nation might 
have been veiy materially improved. 

Perfaaps» indeed, the peopk might have been 
unwilling to submit to fiurdier privations in order 
to discharge a debt, part of which was of old 
contraction ; but the same apology cannot be of- 
fered for restricting to one per cent, the smking 
fond intended for the redemption of fotnxe kmna. 
» The object was to prevent the increase of ddstt 
which, if the natibn should be irequently invdl- 
ved in war, might lead to great financial embar« 
rassment, and ultimately to bankruptcy. Tose- 
cure this object, the debt contracted durn^ a 
war should, if possible, be discharged during the 
ensuing peace ; but in forty years it was proba* 
ble that at least the half might be years cdT war^ 
and consequently, that befcM-e the taxes imposed 
at the commencement of the period became ap* 
plicable to new loans, it might be requisite to 
provide for the expenditure of twenty campaigns^ 
HKd taxes been imposed to the amount of two 
per cent beyond the interest^ each loan would 
have been redeemed in about twenty<«x yean^ 
and the taxes appropriated both for its interest 
and the sinking fond, becoming then free, might 
have been repealed, unless they were wanted aa 
the security for another contraction of debt Qo 
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Acf sdppositido of oqual ^eairs' of peace ^nd war^ 
the whole new debt contcactad dauldf ia no in* 
utanctf hmi exceeded die expeadUttf e of thirteen 
eatnpaignH^ and the interest and charges on this 
Bom^ jdiaod to the ordinary expenses of adfmni- 
flttatioii, waoU have formed the utmost limit of 
the pidblie revenne. 

A dd)t thna restricted ia avKHint is not j^kely 
•to lead to national bankruptcy* Amidst the fi- 
nancial eacrbarrassments consequent on wars, the 
minister maj always look to the extent of those 
burdens wfatch he may have to impose, and the 
people to the limits^ under an economical admi- 
•aiistiataon» of those which they may have to beas. 
Scarcely can it happen, in such circumstance^ 
that theinexpertness of a financier, or the impar 
tienee of the people, should prefer the destruc- 
-tion of public credit, and the ruiia of many of the 
citizcnB, to perseverance in a system which must 
prove eflbctual for the public service* Those sa- 
crifices of which the extent may be foreseen will 
neither appear so intolerable as to ovei7>ower the 
feehogs of bomanity and justice^ nor will the na- 
tion refuse to sidimit to very great privation^ 
when, fay doing so, liie disgrace, convulsions, and 
iTuin of a national bankruptcy, with its consequent 
danger to national independence, may. With the 
utmost certainty, be anraided. 

The influencie derived from the admit^ifitratioii 
of the revenue, will also be less dai^erous than 
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if that revenue mi^t be increased to an iodefi* 
xiite extent Great as it may become, if there 
be a limit which it cannot pass, checks and cofQ^* 
trols may be devised without danger of their be* 
ing rendered nugatory by new and unforeseen 
additions to the debt It may indeed be diffi- 
cult to preserve the national councils from the 
undue influence arising from a revenue &r with- 
in the bounds assigned by any practicable sink- 
ing fiind ; but, if it be ao, all endeavours to ba- 
lance that corruption, of which the means are 
not circumscribed, must be altogether fruitless. 

On the accumulation of national wealth, the 
effects of a sinking fund are most beneficial ; gra- 
dually converting into capital all the debt which 
has been contracted, and thus repairing, during 
peace, the waste occasioned by former wars* 

Taxes for defraying the annual and r^ular 
charges of government, in whatever these charges 
may consist, are paid by each individual from 
what he would otherwise have consumed. It is 
no doubt true, that the heavier the weight of 
taxes^ the more difficult it is to sacrifice accus- 
tomed indulgences, and the greater the tempta- 
tion to intermit for a time that aocumulatioo 
which is dictated by prudence. But it is also 
true that this interruption of the usual progress 
of wealth is only temporary ; mankind soon ac- 
commodating their conduct to the new circum- 
stances in which they are placed. Were all tax- 



«d to l^e at once abolished^ private luxury would^ 
after a very short period^ consume nearly the 
vhole of that revenue which had formerly sup-* 
pUed the wants of the state : in the same man« 
ner, the chief and permanent efect of an increase 
of taxes iS| not to diminish wealth, but to deprive 
the dtizens of part of those luxuries or tomforts^ 
which, without imprudence^ they might former^ 
ly have enjoyed. 

If the taxes are applied to the current expeQ« 
aes of government, or to the payment of the in* 
terest of loans, no increase of wealth, it is evident, 
can arise from the privations to which the people 
are exposed ; that which was formeriy consumed 
by the contributors being now consumed by the 
servants aad creditors of the states But in as &r 
as the public revenue is applied to the extinction 
of public debt) it is altogether preserved from 
consumption, and thenceforward constitutes part 
of the productive capital of the nation. This 
transaction is extremely diiSerent fit>m- the ordi« 
nary transference of stock from one person to an- 
other, and even from the discharge of the nation^ 
al dibtf as has sometimes been proposed, by one 
great ^nd general contribution. He who sdls 
stock gets money into his possession, which for* 
merly was locked up in the public frmds, but now 
must be employed in some kind of trade by its 
proprietor, or those to whom he may lend it : 
and the person who purchases the stock (who in 



thia ^»se i» the Batkm) 9*79 its price not witk 
eoy ptrt of what fotmerly was o^ital, but with 
that vhich, in conaequoice of the tsx^ has been 
saved from his erdinary expenditure. A natiMi 
involved in debt is like an individuid in tfe sane 
situation. N^idicar docs a tiansference of his 
bonds from one creditor to another aflbct his peei^ 
niary circumatances» nor» by paying his debt fioaa 
his commercial capital could he add any thii^ 
to his wetdtb : bupt if, in order to extricate him- 
self from difficulties^ he practise more r^d ecoi* 
nesny, and^amnuflUy )ay a»de a part of what he 
was accudtomed to spend, he becomes each year 
a richer man by the amount of all the debt 
which, in this manner, he is aUe to disAMrge. 

By thus providing a fund for tiie gradual ex* 
tinction of debt, the extraotdinaiy expenditure 
ef war, however great it may be, is prevented 
£rom diminishing permanently the weakh or rc« 
sources of the nation. Capital, indeed, is for a 
time decreased ; but if taxes be levied to agieat* 
er amount than the permanent interest of the 
loan, the inhabitants are excited to stricter fru* 
gality, and a fund, altogether indcpencknt of the 
ordinary accumulaticMi, is formed from that jfra- 
gality, sufficient, m due time, to repMdvce all 
the capital which had been consumed. However 
long a war, of which the expense is thus defray* 
c<l, may continue, and however much the peo^ 
pie may be exposed to privations, neither public. 
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toanont decay.* . 

Nor is it oviy hy gndmd rqitymentt thAt a 
juikiiig fiiod seta Itinits to tbe contraction of jpub- 
lie debt-^In fte &r e» it 9u|ipcirts the market price 
nf rtodi, it has iiao some effect in dininishiBg 
.the amount of loans aeqiiisite for the pi^)Uc ser- 
vice» At dA ttmes^ there are a certain number 
of ateckhoMers, who^ having occasion for the 
mone^ lent to governmenty bring forward tlieir 
stock for sale.; andf in proportion to the B«ai- 
ber of sdUbrs compared to the number of persons 
diBsirooA of pUrchasingy the piice» like thiA of aU 
other commodities^ must vibrate in the market. 
Minora are coming of age, and entering into pro^ 
ftsaieos ; capitalists are dying» and their pfopee- 
ty devolving to. those who wish to invest it in 
other speculations ;. and occasionaUy public disa»> 
ters rendet tbe timid distrustiul c^ the national 
teaource^ While stock is thus comtantly offered 
for ssle^ the prospect of new loans and (^farther 
deprestton will keep back purchasers, till the 
price is greatly reduced ; and i^ in the mean- 
time» government has occasion to negodate a 
new kmn, the terms must be proportionally un* 
favourdi>)e to the nation. But the sinking fund 

* The apprehentioD that capital may iocieaie teo rapidl j^ 
from which an argument has been drairn against a sinking^ 
fund, has already been considered. See Book II* Chap. IV. 
See. I. ^ . ; 
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)>rovide8*a set of n^^ular pfochasen to take up 
stock as it is offered for sale, and thus partial! j 
counteracts that depression, which, althoogh 
arising from tranuent dicumstances, the alarm 
of stockholders would increase and prolong. 

The more steady Aat stock can be rendered 
in value, it becomes the more eligible to various 
capitalists, as a temporary way of employing and 
securing their wealth. Those who wirii to keep 
the command of their money, will not place it in 
SL fluctuating fund, where, at the time they may 
be desirous of withdrawing it, a great part of 
its marketable value may be sunk. Th^ will 
rather discount the bills of merchants, or lend 
iheir money to bankers, by whom, for the same 
-reason, it will be employed in the same mannen 
'But in proportion as the price of stock is steady, 
government securities are the better adapted 
to the purpose of yielding revenue fiyr a limit- 
ed time, at the expiry of w hich the command 
of the capital can again be resumed ; and what- 
ever increases the number of persons desirous of 
purchasing such securities necessarily raises their 
value. If, therefore, a sinking fund renders the 
price of stock less fluctuating, it will also ren« 
der that price higher upon the whole ; and go* 
vemment will consequently be able to borrow 
on more favourable terms. Accordingly, not* 
withstanding the unexampled increase of the mu 
tional debt since 1793, the price of stock has 
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V h%her, and the loana have 
" CD better terms, than dn* 
,\ ar. Without a fund always 
stock as it was ofifered for sale^ 
.ministration or financial expert- 
landing the accumulation of wealth 
.^en place, would be sufficient to ac« 
r such a result Even independently of 
placing of the capital that has been con^ 
jed, the privatioiis of the people, if faithful- 
a/ applied to the redemption of the debt, are 
thus productive of important benefits. The war 
eiqpenditure is defrayed at a cheaper rate; for 
the debt that is contracted being to a less amount, 
requires fewer taxes for the annual payment of 
the interest, as well as Sor its ultimate redemp- 
tion.* . 

* Since the above wfte writlent 'Or Hamlltoii, in his very 
clear and accurate Enquiry concerning the National Debt, has 
proved the fallacy of the idea^ that, during war, the ttnldng 
fund redeems the old debt according to the principle of com- 
pound interest; and has shown thai very considerable pecu* 
niary loss is sustained by applying surplus revenue to the ex- 
tinction of oU debt, radier than to the prevention of new. If 
the observations in the text are just, some compensation for 
this loss #il] be derived from the steadiness aild consequent 
high price of stocks. At any ratCf there can be little doubt, 
that if die surplus revenue had not been applicai>le to the 
ainUng fuod^ it never would have existed ; and Dr Hamiltom 
is a powerful advocate for levying taxes beyond the annual 
mterest of the leans, although he thinlcs, and perhaps justly, 
that the surplus might have been more beneficially employedt 

1 
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It is a fiirtber fecommeiKlatioa of ft nnki^ Ibady 
diat, witbont cnunpiog tks eiertiont of the o»- 
tioii in * just wir, it opentea^ in aamc measitmy 
as a restnint OD die luMtUe pBaaoK of tramkiiid* 
At die conmaicemait of m war, s^K:tioaed bf 
the approbatioa of the people, there caa kw no 
such flifficultj in findiag taxeSr both fiv tfae in- 
terest and gradud redemption of a loao, at to 
deto- a minBter Irom pBtting forth the strength 
and energies of the empire ; but the additioBal 
bnrdoi^ occasioned by the amking^ fiiad may in 
some degree check the warlike propenstiea of 
the people, aad kad them to connder, whether 
the object be worth the probable expense of its 
attamment. 

It is fortonate that the mode of suf^^ring the 

extrsordinaiy ezpeoditure of the state, vUeh 

seems upon the whole the most expedient, should 

also be one (rf* which no partial or iiiierest«d news 

oppose the adoption. In the present state of 

society, it were in vain to expect, however much 

it might be wished, that war shoidd be carried 

on without incumng public debt Altbongh, the 

advantage of raising the whole supplies within 

the year could be demonstrated, no minister 

wniiM nhiian to incur the unpopularity arising 

ittempt ; or, if this virtuoos Oiinit- 

}UDd, the misguided indignation of 

uld drive him from the helm, and 

ety of the state to a more pliant po- 
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V 

^litlcian. But without indulging in chimerical 
speculations, we may be allowed to hope, that 
the evils of the funding system will be palliated 
by such a sinking fund, as, in each succeeding 
peace, may discharge the obligations contracted 
during the war. By this system, many of the 
inconveniences and losses resulting from a sud* 
den call on the inhabitants are avoided ; the ca- 
pital consumed by public expenditure is repro- 
duced by private parsimony; the resources of 
the nation are at all times in a state of readiness 
for the public service ; some check is given to 
the unfortunate propensity of mankind to engage 
in unprovoked or unnecessary wars; and the 
public debt may be prevented from increasing 
to an amount incompatible with the liberties of 
the people. 
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PBJBI.IHINABT INQUIRY INTO THE PRINCIPLES 
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CHAP. I, 

OfOiC Principles qf Moral Approbation, - I, 1 

An acdon may be viewed in reference to the motiyes of the 
agenti— or in reference to its consequenoesi — and these 
consequences are direct— or indirect. 
Sect. I* Ctfthe Sentiments excited in the Spectator by ike ap* 
parent Mottva qfthe Agent, ...•.•.!. s 
We judge of the propriety of motives by their ooinci* 
denoe with oar own sentiments— sympathy a source of 
pleasure— and of affisction— manner in which we judge 
of the propriety of our own actionsT-f>roofo of this 
theory — approbation proportioned to the degree of 
sympathy— disproportion, when observable, accounted 
-for— from novelty— surprise— Jnbitaal association. 
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Sect. II. Ofihe SeniimenU excUed in the SpecMor bjfthedi* 
red Consequence* ^on Aclwn^ ... -.-L16. 
Origin of the sentiments of merit and demerit, or of the 
desire of rewarding and the desire of punishing — ^theix 
dependenee on the propriety of the action— tfaey arise 
from syn^atfay with the feelings of the person benefit- 
ed or injured — manner in which we judge of the me- 
rit iHT demerit of our own actions— diflerences between 
the sentiments of the spectator, Vmd of the person af- 
fected by the action, accounted for. — I. From the com* 
parative weakness of sympathetic emotions— IL From 
particular circumstances incapacitatiog the person af-* 
fected by the action from feeing the natural dc^gree of 
emotion. — IIL F^rom gjralitiide being opposed, and re* 
▼enge stimulated, by selfish feelings with which the 
qtectator does not sympathize*— IV. Fiein the efieds 

of surprise and admiratiiXD. 
SscT.IIL Qfthe Sentiments excUed in the Spectator bg ike m- 
direct Consequences ofActionSf -------L32 

I. Future good or evil anticipated from the modves dis- 
played by the agent — ^hVellness of these anticipations. 

IL Future good or erii anticipated firom the tendency of 
actions to strengthen or weaken the sense of duty- 
origin of the sense of duty^-and its importance. 

The sentiments produced by the propriety and direct 
consequences of actions modified by tibese views of in- 
direct utility— the emotions arising firom indirect uti- 
lity weaker than from direct— reasons of this. 



CHAP. IL 

On the Nature and Degree of Approbation bestaa* 
ed on the severed Virtues^ . . • . - I. 49 

' Division of the virtues into personal and social. 

Sect.I. Of tie Permiwi Virtues^ r ^^ 

h Phidence-^approved of as proper— ^not productiTe of 
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admiradon — impnideiice Tiewed with contempt— pra« 
• denoe does not gi?e rite to gratitude^— its aoticipated 
' comequences agreeabl e ecn ae of duty as much sup- 
ported by eicperience of the consequenoes of die Tioey 
as of die virtue* 

II. Temperance— 4ipproved of as proper^^-excates Kttle 
admiradoD— intemperance producttre of great dis- 
gust—the good or evil arising from the virtue or vice 
relates entirely to the agent himsell^therefere no 
room for gratitude— approbation or disapprobation 
etrengthened by anticipadons— a sense of du^ very 
necessary to the uniform ezerdse of this virtue— the 
example of intemperance not seducdv^ unless from 
particular assodations. 

III. Fortitude— approved of from die same principle with 
temperance— but, by actmg on the imaginatioa, this 
virtue excites the most enthusiasdc admiration— 4his 
admiration unconnected with the consequences, which 
may be beneficial or otherwise according to circum- 
stances—cowardice excites contempt, not .revenge—' 
sometimes punuhed from views of policy. 

JSccT. n. JCtfihe Social Firhies, - - « - - - I. 63 

L BepMfioence— approved of as proper— 4ipplauded when 
to an unexpected degree— its consequences excite gra- 
Utnde this sense of merit strengthened by andctpa- 
dons— litde affected by the tendency to support gene- 
ral rules. V 

Selfishness excites disl&O" disgust -but not revenge, 
either by its immediate or anddpated consequences— 
therefore gives rise to no desire of punishing — could 
not be punished without minute, vexatious, and unsatis- 
Ciictory enquiries. 

II. Josdce— gives rise to no strong feelings in the spec- 
tator — 

Injusdce, however, excites very strong emodons-— sense 
of impropriety— iodignadon— heightened by andcipa- 
VOL. m, 8 A 



/ 



370 AKALTHGAJL QOVTEXm^ 

tiam of fiitiire imiiig«-*4ttd by the neoemtj iif repif 
log injorio dcrire pfpfininhing ptomce of Unr. 
IIL Virtue intermediate between beneficence and jna* 
tioe. — Isty Grati tu d e ■ ■ dr cnm i r a nrei thai atrengtben 
our disapprobation of ingratitude thin Wca mH to be 
reprened by ]aw« — ^2d, Duties firom the filial relation— « 
their origin— their n^Iect, in particular onei, ooca- 
aions indignation— to this extent» these duties enforced 
by the laws of several nations Sd, Duties firom die 
parental relation— these* in some d^ree, o b ligation a 
of jm ti c e . an d consequently enforced— inataoces in 
which law has inteiiered too much with the discretion- 
ary power of parents. 
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OF THI COKBTITUTION OF QOVXRNMXNT. 

CHAP. L 

Of the Nature and Limits of the Rights qf Gth 
vtfTHifientj ---------I. 84 

SacT. L Of the Natural Ri^ qfMan, .... I. ibi 
What has sometimes been called the natural state of man, 
a mere fiction of imagination— but may be assumed as a 
hypothesis to simplify enquiry-^Actions havmg refer- 
ence to the agent himself discretionary— .also those h»> 
ving reference to others, except when they occasion 
iojury — fit)m this restriction arise rights, to the opposite 
party, of self-defence, and punishment— All rights hare 
been denied— objections to their existence considered. 
SiCT. IL Of the Divine Right ofGavemmeni, - - - L 9* 
Long the fitthionable opinion in Britain— but groundless 
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of powemepioof of difioe qiprabatioD— 
qpprobition Inferred from the ntili^ of goyenunent— 
this system merges into that of utility. 
SiCT. IIL Of the Rtghi ofGmsenmen^Jrim CampaOf I. 99 
The opinion of Mr Locke end the whigs— but untenable 
— '1st, Difficulties attending the time of life at which 
the compact is made— 2dly, Difficulties attending the 
manner of entering into the compact— tacit compact- 
tests— Sdly, Difficulties attending the nature of the 
compact— when tacit, ill defined — ^when by tests, either 
unintelligible or hurtful — l^thly. Difficulties attending 
the term of endurance— Mr Locke's doctrine— pie- 
clttdes every improrement. 
Sect. IV. Qfihe Right qf Government Jrom UtiUtjjft h 112 
Rights of government not founded 00 propriety— 4>ut on 
utility— Social combination natuml— and useful — lst» 
For defence— 2dly, For hunting— 8dly, For rendering 
efiNlual the rig^ of man^-HMrigin of criminal and of 
cnri] jurisdiction^-Jkhly, For increasing the comforts of 
ali— execution of public worics— 5thlyy For theimprove- 
ment of men this the most important end*— but per- . 
oeived only in the more advanced states of society, 
nights of amajority arise from the nature of social union- 
limited by justice — ^require no dereliction of the rights 
of private judgments-Form of government to be de- 
termined by a majority — ^Mr Hume's ^nion of the 
duty of submission— exaggerated— Rights of a majori- 
ty not founded on compact. 
SiCT.y. Ofthe Bights of Man in Sodety^ - - - I. 1S4 
The eontinoation of some portion of natural right, the 
only circumstance which renders its existence import- 
ant^— Rousseau's opinion erroneous— has arisen from 
viewing natural ri^ts as unlimited— modification in so- 
ciety of natural rights — L Discretionary ri^ts limited 
— by positive lawa— in comparatively few cases — pre- 
servation of natural rights a test of good government— 
II. Rights respecting the actions of othen, not relin- 
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^pudiedt but co mmi tted to gave r nmcn f ■ ■ Big^ t to de- 
fence acbiowledged by law — ^Right of pnnkhment, if 
not exercised by the statet reverts to the injured peitj 
— case of BlaYeg— tynumidde— dael. 
Civil rights modifications of natural rights oog^ to bo 
equal to all— reqaisites for this equrilty ■ jortifieation 
of sEljght infractioQS of it 



CHAP. H. 

OftheDutrUmtkm of Poetica/ Power, L 1S6 

Sbct. L Of the degree of PoK^cdhiequttliiv that Ujw^^ 
fyitiUtilUy,- ....... r . . . ib. 

Political power no part of the rights of man^-IncquaUtj 
' whenever magistrates are appointed— i^ when the 
power of l^:islation is deiegatod justification of these 
inequalities— pditical inequalities maybe permanent, 
or temporary-^ffculty of justifying Uie former poli» 
tical power desirable in itself— and as a defence of ci« 
vil rights — remarks on appointments fiirlift— and on he- 
reditary power— want of talents— separate interests 
eflecto on national improvement— Britun, Holland, and 
Switzerland, contrasted with Spain apd Italy- 
stances which preceded the most splendid 
Gr ceco ' ■■ R ome^^modem Italy — Franoc and Eng* 
land. 

Sect. U. Offermaneni PfMcdlnequalitiee fmniei om Mr- 
fU, Richer ^nd Births L 18S 

Justification of these inequalities firom the sentiments of 
maakind-*this opinion confounds influence with power 
—no mode of ascertainiiig merit— therefiBre nota pro- 
per foundation of power — disgnalificatiom^ if not al* 
ways unjust, seldom. usefoL 

Wealth and birth entitled to deference only in trivial 
matters— no considerablo influence justified by the sen* 
timentt of mankind p ower cannot be proportioned to 
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tut influeooe — because the iDfluence depends on per- 
sonal character— and because the power would be an' 
addition to the influence^ not a substitute for it 
8«hr. in. Of the RepresadaJtUm of the Peopk^ - - L 195 

Use of general principles in political reasoning— modified 
by many circumstances. 

Unitneiaal siiffirage represented as subversive of property 
—this a groundless apprehension— its real evils-^bri- 
bery— riotous canvassing^oflS Of influence of the mid- 
dfing ranks— confinement of elections to the opulent— 
onlimited power in the ezecotive government— correc- 
tion' of these evils by double eleetjon-^^ome check on 
disorder— 4mne on cortupdon and its consequences. 

Some (Qualification of voters therefore expediient— ex- 
donon of the labouring clasfr— can scarcely be said to 
create inequality— a higher qualification ncfither requi- 
red fi>r the fimctions of electors-^or a security against 
corruption^ or. delusion— eWls of top peat ar limitation 
of the right of sufih^|e-*No instances firom which we 
can draw satisfactory eonclusions-— Representation of 
Amer]caL-4if France by the constitation 1791— of Eng- 
kmd^ts defects and uses-— Representatives not to be 
bound by instructions-proper check fin>m frequency 
of election — which is also hostile to corruption— l>ut has 
its limits. 
Sect. IV. Of a Senate, ---1. 227 

Advantages of a second legislative assembly— deliberate 
proceeding in one house an insufficient check— division 
of the ordinary representatives into two chambers also' 
iiiefectual-i^natei should be rendered more independ- 
ent of popular feeling — means of accomplishing^ this — 
power of originating laws common to both hous es b ut 
would devolve chiefly on the oirdiiiaiy reptesentatives*-' 
formation of a coundl of state — senators ought hot to 
hold their offices for life— would become superannua- 
ted — corrupt— or factious— English house of lords— 
aecessarily dependent — attempt to abolish the right of 
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Creadon— •would hawe been inefectnal "Or dngerooi. 
StCT. y. Of the BxeaOhe Fewer, L SM 

Dangen to be apprebended ftom the eaceeutiri power— 
tu|^>06ed to be leasened by its aeparation fimn the le* 
gUative^-doobta with regard to this ofmoD-'^^leffd^ 
the assembly should not nominate to olBoo faction— 
incompetenqr— eubvenion of reiyonaWKty— the peo- 
ple should not nominate to office— this power arast be 
lodged in the thief magistrate. 

Objections to eteiy kind of dectioa of the chief mi^ia- 
tratfr—contestedelectiens fteribn danger of osmpa- 
tion— if the oCce be ibr a term of years flncSnarion 
in pnbliccouncib— if for Hfe amhitioii— ^renniity— ex* 
emplified by the papal govemment.i 

Hereditary monardiy to be preferred— hs evUsfiom lioe 
and incq[Mcity— oorreodons— responiibili^ of minis- 
tcro "dimniflsal by the representathres— diis power can- 
not be conTorted into that of appointment— princes aU 
ways hostile to freedom— their most dangeionsattacb 
by corruption — means of prerention*— influenoe of the 
exeeatire power in no danger of being too ftr ledoced 
— 4ise of « te m po ra r y TSto— an abaohte vela eidier nu- 
gatory—or prejudicial. 
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BOOK n. 

or THE BUTIBS OF OOTEBNMENT* 

IntroductioHi ---I. 271 

Dinaion of this Book imo £^t CbapCen. 



CHAP. I. 



Of 



the AdministrcUUm iff GiM LaWf - I. S74 

Sscrr. I. Of Regular S^fsiems qfLow^ - - " - * - ib. 
Distbetion between d?il and criminal lair--<epanition 
' (^ the judicial from the other powers of government-^ 
security for the impartiaiitj of judges — in the perma- 
nency of their appointment — and in a regular system 
cyf law— consuetudbary law-><-6tatute— reasons why this 
check is defective— ifarther security in the number of 
judges — evils attending it — ^farther security in the in- 
stitution of juries— -advantages — and disadvantages. 

Sect. IL OfDecukm accordiig to Equity, - - • L 299* 
Authority of natural justice independent of law— -abstract 
systems of law encourage litigiousness— by their un- 
certainty—by the habits of lawyers— they" also prolong 
law<«uits — and enable the rich to oppress^ the poor- 
give no security for jost decisions — ^their principle 
scarcely reconcilable to justice — ^by exceptions^ the 
rules are gradually brought nearer to the circumstances 
of the individual case — systems of law always remain' 
behind changes in manners and customs — pervert mo- 
ral feelings— >which would be confirmed by decisions' 
according to the equity of the case. 
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SxcT.IIL QTCiM^StaMef. L 515 

NeoeMary when the dediioD Is to be regiibui bf new* 
of atflity— ciich statutes of two kinds — ^L Stttolcs wln^ 
sopply a want of precnkn in natmal jiiitice illilin 
ted by age of majoiitf— 4ine of sn cccasi on tcnn of 
prescription — insolTenC acts— snchstatntes shonkLmev^- 
ly rapply the precision that in dHirimt m jghf alwayi 
be simple— -IL Statutes restricting natun^ rights — very 
various in their nature t h e obligation arises fiom the 
fi rafttn ffn t necess it y oTpl ainn ea s and nrcosioik 



'.JX 



Of Ac AdmmbraAon of Cioil Law^ * . L 324 

SacT. I. Offhe Right afPumskmeni^ lA. 

This right does not arise from that of aetf-defence-^or 
from implied consent— or from the right of conquest. 
L Of punishment fiwr the purpose of reformation 
Not the original foundation of the righ t , co er cion in* 
tended for the good of the criminal, nnjurt his good 
may flow from it— 'but this nnrfrtain r <**^l««^ M^ in 
the correction of diildren-— proposal to subatitnla in- 
struction for coercion— 4mpracticable— the mode on- 
ly of punishment should be aiiaftPi^ to the refo rm ati on 

of the criminaL 

• ■• • 

XI* Of Punishment to satufy the indignation of mankind. 
Berenge, withiu due limits, approved of— ilinstnted 
from the nature of indignation— -the contempt exdtad 
by want of resentment— «nd the belief in a future state 
of retribution* — Revenge unjust when it exceeds the 
feelings of spectators— even to this extent there is a 
disinclination to punish — ^which must be overcome by 
reflection— answer to objections drawn from this dis- 
inclination to punish— from the doctrine of philosophi- 
cal necessity — ^from the luicertain^ of evidence and 
inscrutability of motives. 
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Sympalliji with the dann and inaeomilf ocorioned bj 
erimea-^sonipanitmly we ak ri ^t of pwiMmiept in 
the state derived ftom that of tbe injiirad party — cooh 
meimrale to it* 

in. Of puntthment fiom viewa of public otility, 

Bflect of punithment in deterriog firom crime— haa been 
ODDiidered as the foundation of the nght — its proper 
profiace only to render the infliction more r^gukr and 
impre8B¥e-^eny flurtber regard to utility unjust — the 
infiictioa of punishment contrasted with the subjection 
of the innocent to evil ibr the good of many— fMnaltiea 
exceeding those awarded by indignation must be hurt- 
fid— lst» By preventing the certain^ of punishment— * 
Sdlyi By hardemng the crinunal and encouraging him 
to more atrodous offences— ddly. By corrupting the 
moral feelings of the nation. If punishment beyond 
the award of indignation is always hnrtfuU- indignation^ 
not utility, is the ultimate measure of punishment. 
SlCT* U. (^th€ Promnce of Juries in Criminal Triatsf I. $S5 

Juries in Crimbal Trials, essential to liberty— ought to 
judge of the application of the law, as well as of the 
fact-— ought also to determine tbe degree of punish- 
ment— crimes sufficiently dbnouooed by conscience*- 
the proper degree of puushment not to be altered by 
law — general rules cannot apportion penalties to the 
circumstances of each crime— or to the situation of the 
criminal— nominal equality in punishments^^ in reality 
very unequal — ^impossibility of describing by ]a# the 
varietieaof condition— danger of the attempt^might be 
left to juries— which would supersede the necessity of 
pardons— evils arising from pardons— faTOurable situa- 
tion of juries for judging between the criminal and the 
country. 

Sect. III. Of Criminal Siatuta, L 384* 

Necessary when there' may be a defect of precision in 

natural law, or of impartiality in the jury. 
I. The species of punnhment should be fixed by statute 
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— ^hoit revieir of the chief modes 
beat Co be asoeitaiiied onljr by experienoe end leofon* 
ing— very unportaDt— not to be left to cattom t o ja- 
nes — or to judges — to be deteimined by the kgidai- 
ture— «mpfeity of such statutes. 

II. Penalties to enibroe what is uaefiil to die state most 
be fixed by statute — penalty should depend on the im* 
portanceof the regulation to beenlbroed^and the temp- 
tation to disregard it—the legislatnre the only proper 
judge— ez-post facto laws of thn d csaipti on unjust 
^-dioice left to the citisens to obserre the hnr or sub- 
mit to the penalty. 

ni. Stale crimes not to be left to jariea-^«ometiBMs such 
crimes occasion li£de indignation — aometimes an im- 
partial jury cannol be found—- opposite ^ews enter- 
tained by conten j^ factions — the result of a trial 
would depend on the prevalence of a party — statutes 
ought to specify the acts winch constitnte state-crimes 
—the Tarious degrees of delinquency— the nature of 
proo£— the precise punishment— hardships arismg from 
sudi statutes — preferable to insecurity and op p ress si oa. 



CHAP, m. 

Of the National Dtfence^ ----- IL I 

NatJonal Defence^ a do^f inmmhent on all the dtia ens 
either by peiaooal service, or pecuniary contributionSi 

Sect. I. O/m Natiomd MHilia^ II. 4 

This the Bsost secure defence m otives by which a miE- 
tia is affua!**^ — iOustration from Greece Rome, Svril- 
aerland, and Holland — their discipline how fiur defis^ 
live — their numbers— efficiency of an anned population 
— jllustrated from late events— plan of a national mili* 
tia— evib of substitution— miUtia favourable to morals 
adverse to the division of labour. 
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A nffitia inoomplete wHhiRit a ragular Ddit^ 
mcnt of officerg, e ugm cq i t and wifllery— fer defiant 
for foreign openHiotts— {protection of 
pation of hostile atttdo— defenoc 
balance of power— -how fiv a justifiable cause of war— 
militm a usefiil anxiliarj even in remote wan. 
8iCT. IL Of a SUmdmg Army^ ------ILSO 

Ma J consist of fbreignen or of natjyffl inftfUiAmry and 
danger of the former— the latter onfinrounble to mords 
—dangerous to liberty— Dr Smith's opinion consider- 
ed— danger lessened by the estabSahment of m militia 
—corrupt influence arismg firom mnaj promotion- 
means of lessening the miscMeftof astandiiyanny— 
L With regard to the privates-*4ednction of dicb nmn- 
ber s em ployment — mitigation of militaiy ponidunenta 
—enlistment for a limited tim^— IL With legaid to the 
oScers— review of the English system of anny promo- 
tion — new system propos e d i ts probable efccta en the 
army. 



CHAP. IV. 

Of ihe Superintendance and Direction of Ca^l 
andJndustry^ 11. 62 

SiCT. I. Ofihg Nakart and 4oc9amdaii4m qf Capital^ - ib. 

Katme of Oapital— ancremed by parsimony— more rapid- 
ly by its employment ■ profits from maintaining ftrm 
serfattta**progBaw to regidar leases— nature of agri- 
cultowlpt^fita— manufiwtare s the ir profit whence de* 
nved^..^comnierBe— oatofe of iu profit— no csMntial 
diSMttoe between'profil derived firom the various em- 
ployments of capitaL 

Economy, the only means of accumdatiqg stock — appre- 
hension of economy, being carried too fiur— arises firom 
misapprehension— fiears that capital may be too rapidly 
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accumiilatied— abo groiuidla»— ^fibds of npid aceu- 
mulalion — in iocreaiiiig oonsomptioo— 4n occasioning 
an extension of credit to fim^ countries. 
SiCT. IL Of the mOmOum httmeem Fixed and Cinulatiig Co- 

pUal, IL 82. 

Dr Smith's distioctioni>»well founded— another Tiew of 
the dtstiDCtion proposed inferencea firom it<^I. The 
land is part of the fixed capitaU-IL A oonunon mte 
of profit does not so readily estaUish itself over all the 
emplojrments of fixedt as over those of drculatingy ca-> 
pital-**IIL Any diminution of demand for a commoditj^ 
produced partly by Bxedf and partly by drcuJatingv 
pitaly must exdosirely afleet the profica aftbe fbmier- 
IV. ¥\aGlnaldons m biandieB of trade empAoying 
pensive machinery are more detriflDentaU than in those 
carried on ahnosl enurely by cirodadng atodu 
Sect. in. QftkeDutiMioMofJhSmUhandtkeFrtmAEoo- 
nomists, between prodmcHve and vnprodndkfe Labonr^ • IL 95 
The term wealth not applicable ezclosiTely to the raeana 
of subsistence— or to the means of well-being— but ex* 
tends to whatever is the object of man's desire— capi- 
tal always employed sa as to increase the objects of 
desire — ^rate of profit depends on the demand compa« 
red with the amount of capital — expenditure always 
unproductive— but consumes wealth more or less rapid- 
ly according to Ihe durability of the commodities used. 
Probable origin of Dr Smith's dktinctio»— that distinb- 
tion explained— objected t«>— firom the infinite degrees 
of durability— Irom the mere abatnct ca p aci ty of du- 
ration being unimportant->«^6iMs«tfae aotoal donttion be- 
ing dependent on other drcooMtaiioas beaidea the na- 
ture of the labour-'-lrou profit being the rmah of all 
labour employed by capital— firom the sawffi labour tend* 
ing to enrich or impoverish the person by lAom it is 
paid, according as the commoditieaareconauiaedby 
others or by himself; 
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DirtioclMm of the FnoA eoonomiiCi •bited— dfajectad 
to— from the natare of the proGt of fixed oipital— end 
of circutotiDg cyh al fr omawwofthe miiiteDaiice 
of slavei end from the nature of the wages of free 
labour. 
•Sect. IV. C^tke Prmdplet b^ nhidk ike Interference of Go^ 
vemmentf in r^oHon to CapUtd and JnduMry^ skonld be re* 

gniaied^ 1L121 

Pr^uipption that each penon will employ hk capital and 
labour in thelnost adTantageoua manner — and that the 
mterference of goremment is detrimental — ^the gene« 
nd aigument founded on the identity of private and 
public interest not altogether conclusive — objects that 
may be proposed by commercial regulations consider* 
fiA '- l p The support of the Tslue of fixed capital — IL 
The encouragement of trades that gire employment to 
the people— IIL The direction of capital to branches 
of trade yielding quick returns — ^IV. The carrying on 
x)f some branches useful to all, but not certainly profit- 
able to the undertakers — roads — post-office — coinage 
— v. The reward of discoTcry and invention — ^VL The 
encouragement of new manufactures— VIL The rai* 
sing at home of the materials of manufacture— VIIL 
The encouragement of trades subservient to naUomd 
defence—review of the Navigation Act— general in- 
ference from this enumeration. 
Sect. V. Qf Bountiet on ike Imporiatum and Exportation of 

Com, II. 161 

Fluctuations in the price of com greater than in that of 
other cominodities--p«nd more prejudicial — prevention 
of fluctuation lay freedom of trade— supposes an altern- 
ation in the policy of fiireign states — even this ioefiec- 
tual— bounties may lessen fluctuation— just in regard 
to the former— should be such as will fiivour agricul- 
ture—its importance— ultimate reduction of the price 
of corn— prevention of scarcity— independence of state 
policy— other means of attaining these objects inade- 
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y wte j uilice of giTing Mme pondre eoooan^gfrnettt 
to agriculture. 
Dr Smith's opinkm that bountieB raife the money prio^ 
but Dot the real price, of co m t h o u gh juaty would be 
no objection to bounties — ^would establish the doctrines 
of the ecoDomisti— the opinion erroneous— wages r^ 
gulated by the demand compared, to the supply — boun- 
ties oould neither increase the demand lor hbour— 
nor diminish the popnhtion. 



CHAR V. 

Of tht Dtstri6tttton qf TFeabh among the sroeral 
Classes of the Inhabitants, - - - - IL 1 88 

Sect. L Qfthe EviU aridngjrom excessive Inequality qfPnn 
perif/, a>. 

Inequality of conditions unavoidable^— and to a certain 
degree useful — ^when excessive, injurious — to the cha* 
racter of the very rich — and the very poor — to morals 
— to public spirit and free government— to agriculture 
— ^to industry — to the accumuhuion of capttBl and its 
employment— and to population. 

Sect. II. Of Equalization ofProperiy^ - - - - IL 209 
Right of property independent of civil socie^— senti- 
ments on which it is founded — levelling uujust— and 
most destructive — has never been attempted^— review 
of Sparta at the time of Lycurgus, and of Agis— of 
Athens— of the Agrarian Law of Rome— of modem 
Europe — Revolutions of Switzerland — Holland — Eog- 
land-^and France. 

Sect. III. Of Sumptuary Latos^ II. 281 

Views by which they are recommended — but unjust— 
and impracticable — may be made engines of oppre^ 
sion — and, if tiiey could be executed, would be adverse 
to national prosperity. 
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Smct, IV. Of RegulaUont tendit^ to rettrkt LuquaSt^ of 

Property^ 11. 238 

Tbeie conaitt chiefly in the correctioa of laws tending 

to promote inequality. 
I* Succesnon-— its principles in Natural Law— should 
be brought back to these principles — diief departures 
from these princi[ries — right of primc^eniture — exclu- 
sion of half blood — fweferenoe of relations by the Ei- 
ther to those by the mother—- exclusion of ascendants. 

II. Testaments— Origin of the power of dividing proper- 
ty— varieties, with r^ard to it, in the laws of different 
countries — its evils-^and its advantages— -restrictions 
proposed. 

III. Taxation — the proportion which taxes bear to the 
property of each contributor ought to increase progres- 
sively according to the amount of his property— this 
principle justified — ^from the different degrees of priva- 
tion that follow from the diminution of large, and of 
smaD, incomes — and from the public expenditure oc« 
casioned by great inequality of property. 



CHAP. VI. 

Of Legislative Provisions for the Support of the 
Poor^ 11. 281 

Means of relieving the poor — ^private charity— encou- 
rages imposture— inadequate-— general contribution un- 
der the management of trustees — ^unequal— irregular 
— does not justify the suppression of beggars— peculi- 
arity in the situation of Holland — Poors' rate— unjust 
except under strict limits— not hurtful to industry—- 
English poor-laws very defective— plan proposed — law 
of settlement unnecessary — poors'-rate leaves abun- 
dant scope for the exercise of charity — friendly socie- 
ties—their excellence^— their limits when compulsory 
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to obfectioDs— dfficnlty attending 
orphan faoepitalfl— infinnaries. 
LawB against idleneaB-^iajuBt-inezpedient — impowbDi^ 
of providbg employment at all timea for thoiewfllin^ 
to work — evibarinng from the attempt---{iroper modes 
of relief daring stagnation of trade— relief during scar- 
city—if injudicious, very hurtfiil— evils of diaritable 
importations of com— bounties on importati<m of com 
recommended. 



CHAP. vn. 

Of Public Institutions for the Education of 
Youth, 11. 386 

Education ill conducted by general laws— or under the 
superintendance of the magistrate— ^ut may be enoou* 
raged by government— either as it relates to tbe poor 
— or as it concerns the study of abstract sciences. 

I. Illiberal prejudice against educating the people— ad- 
vantages of this education— extent to which it should 
be carried— reasons why some encouragement may be 
necessary — ^means of inspiring a desire of education-^ 
ease with which a teacher will be found — intdligenoe 
of Scotchmen has been ascribed to parish schools— its 
real origin— parish-schools useful— jf under proper re- 
gulations. 

II. Inducements to prosecute abstract researches — anpe^ 
riority of private teachers over those who receive large 
salaries — routine apt to be followed in universities- 
appointment of unqualified teachers— rdaxation of their 
exertions— uses of universities with moderate salaries 
— cautions with regard to their privileges. 
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CfiUF. miL 
OfSeUgiaUi EstablUhments^ « - * II. S55 

It is propowd to enqiiiie whether rdigjooi crtibiUi- 
ments are defensible— on the principles of equity*— <ir 
as conducive to puntj of rdigionandthe diligent per- 
formance of the derical functions— 4V as prodnctife 
of material benefit to flie state. 

-4- Establishments imnecessaiy for the soppoit of id^ioiii 
feelingi^i>^rtit ^wiety k fd^giiw flflalwi»— no crite* 
rimi of troth — injustioeofbeiiig obliged to sapportwiwt 

, . js^thonght erraneoos«"Confiimiity not dasnbfe'^fev* 
fcct ftee<toin eanilwcwNi tm hsf yia sss ilrn etesnii wd* 
ftoe of Ihepesfletiot the object of gnw—wl in- 
IsilalaA to ikm case of endi indiviilnBi hiali for the 
maintenance of the estabKshaasnd le^nsamad as no 
harden on ths piwnpiii iMlnryrthhopiniaiy 

II. Difficulties in sdecting proper dergjmen fiir an es- 
tablishment^-by rr— tf pf rrfg** ff y g frrr r i m i mt 
by popular dc t tim» st Jaii es prodoctiTe of indnlence 
—apprehension of fanarirism— probably mifimndcd ■ 
articles of fiatblMMAe to tfuaenqoify— unhappy con- 
dition of a heterodox d eigj f inan unAarlrl ed enquiry 
the means of adnmmng l«4g|ous knoirledge. 

IIL Religion conadered as an instrument fiir promoting 
..g)tB present interests qf mankind iheinflKiiny rfeg> 
tai>lii|hnN*nts in tbia ww frUgitins fedfaigsmoinlike- 
ly uxlm ferrent without esfablishmenti SBfpoaad duty 
oCgpyvvuMnt lo wiitch over tbemoral instructions de- 
livered ta the people--eNVoflao«i-*fncticaI t^nden- 
cy of rdigiion never advecse to monili appinhsiKled 
danger from the infiuenoo of onb eneii ce d defgy mcn 
alliance between church and stato — inffoence of bene- 
ficed clergymen more likdy to be dangerous— without 
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ertdbliilimentSy independenl dfliBf woiiU sM 

oo»— tfaeb inflnencB Might be adatny— real d f aoei 

of Ihe aUittioe b et wcc a diordi and ttatew 
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BOOK III. 

or THS BBTBHUES OF GOfUMMUlT. 
ISTBOmiCTIOH, --....----. HL I 

Bciion Ibr umAigiif&iig lil» bnndb (£ 0^ 
nmnildj dMD die odfffs-^Dr 8imik*s geneMl pri^^ 



DmosB of tlut B«A mtodirae Itai. 

PART I. 

OV UBBCT TAflCS. 

CHAP. L 

Of Oeneral Assessments . . . ^ . IIL IS 

Its recommepdationw *dHBcnWM in ■pp o rti o ya iy il<» 
whetherby oathofpaiti ci d i eir public J e dMatMt o 
die ainoimt of tbeir wealth— or farreat^adoii bj poiSc 
uflSccift Boglidi sjitem— iDJutioe of an 
according to property onfy— or a ceu t diug to 
flnlT-^jasdoe of the Eogfisb property-tax. 
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CHAP. n. 

QfTaresmZandj IIL 25 

Sbot. L Gownil Oiservaihiu on Lamd'Tax, - - - - ib. 

A ▼Mj geneni fouroe of revaiii0--<bctriiie of tl^ 

•conomiift flnropBowi hnd-ta t &]]i on one cbMs of 

*cifiienif and veiy unoqpially on that chw pnid for 

e?er hy the pcetent proprieloB i extr emely op premi ve 

on ench as are in debt thw hardthip mcipaMe of al* 

letiafeion*' 

8n0T« IL Of Ltmd^Tax levied according to a JuBed VabtO^ 

iimh IILU. 

Recemmendationa of the lax ■ objectiona— ite injmtice 
and inequality — remedied by time ■ after it haa been 

04— "or a^rogate^— or incieaied— alterationa arising 
from the state of the coanti7--<rom flactoatioDs in i^ 
value of the currenqr* 
SaCTf nL Of Land^Tuxlemed according iorealRetUSf IIL 53 
This ipeides of land-tax liable to peculiar objec t ions ■ ■ 
. di£Bculty of ascertaining the real rent^-^of lands let to 
tenants— of those in occupation of the proprietor—- ex- 
pense of surveys, discouragement of improvement— 
Dr Smith's proposal for remedying this— ineffiM:toaL 
Sbct. IV. QfLaiid'Tax levied according to the gross Produce 

qfthe Soil, IIL65 

Hthe — extreme injustice at its first institution— gradual- 
ly mitigated^— great discouragement to improvement-., 
and even to a good system of ordinary cultur e a r gn * 
ment in fovour of the tithe answer to it— commute* 
tion of the tithe* 
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CHAP.m. 



CfTsxu 0n InttrtH qfMonejff * ^ m UL tV 

Naftara of inliNil of aoMy^«4to depoftdtMt on die a^ 
of tttoiMoiae pi6il-*-o ttt 0B artotoBt ftOo OB clfiital- 

IHi (MiijMu fajiihuj wilow ^f Mod flt ihe imm 
fimowkh a ]oiMi-m-r*» l^foilioe of wUdIi il tendi 



fore be a neir opprenion on the ytoio lnAnli^prfc 



Of Direct fkMf m #*tf l >«i/i>wie 0f Proper^ 

iy, ni. 9* 

Difinon of tbii Chapter. 

Bwn. L QfTkses am Sktmuton^ Vt 9S 

ftTT**^"** '" ^^^^^ ^"T*^- m fffTfnr mrprnf n ftlficiioai 
croeltymparticQlar ca aea ffifficphy of levying AetaK 
in odier caies t endency to <iw«»»fth capital— both b 
nicoestton to moreables— -^nd to land. 
Sict« XL Of direct Taxa om &ifaff» - - - - UL 107 
Caaes in which taxes on aales of oommo^ei ftll on the 
8dler-.-tax on tales of goods fay anctioDp— its hardU^ 
ttrr on sales of land alw^fs lUIs oa the nrnrr and 
t^tt ^fffihf An TMmffiT| nmidlj mnilj rrsilmli ifnih 
to diminish c a p i ta l ■ oppresshre-i^and ipjarioiis Co i^- 
culture. 
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Of Taxes on Inhabited Houses , * - HI. 115 

>Smt. I. General Oburoatians on Houie^Ttuees, - - - & 
TmrnH?!^ flfl«ct of a heavy boui«-tax to impoYeriflh the 
proprieton — even at fint wotild little af&ct ground- 
rent'— and would soon cease to affisct building*rent— if 
imposed gradoaily would always ftll on the occupieit 
of houses— house-rent a tolerably iair criterion of ex- 
penditure—with one exoeptioop— whidi requires a modi- 
fication of the tai .expenditure the |)est€nterion that 
can be obtained oif wealth— mode in which the tax may 
be levied — its recommendadona. 

BMfn.lL Of uHo^'Duiy according ioReaS^ - IIL 128 
This the moat equitable mode of levying a house-duQ^— 
rents of houses that are let may easOy be ascertained 
—greater difficult with regard to those inhabited by 
their proprietofs andparticuhrlyinthe country — rate 
in Britain— proposed alteration— inequality c or rected 
by the window-tax. 

SXOT.IU. Of a House-Ihdsf according to ike Number qfWin'' 

dMh ' IIL 1S7 

Unjust of itself— but operates as a corrective of a tax on 
terti i mnHj Icvioi mte in Britain proposed altew^ 

t^4 HV 

6lCT. Vf. Of a HtmsC'lhay according 1o tie Number of 

Hearibf, IIL145 

tln^QSt and— oppresnve. 



CHAP. YL 

Qf AssesMimts and Uaence^Duties on particular 

Descriptions qfRvptmUtMUp - • IIL 148 

These duties diffisrsaft tea taxes en iManniUe oflduno- 

2 
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He commodities-»cirainm>«nces that may render par- 
ticular branches of ezpenditure proper aolijecla of £• 
cence-duty— exabunataon oi taxes of this natme tliat 
ara, or have beeo, leaned in Britain L Doty on male 
servants— II. On horBes— IIL On dog»— JV. On car- 
riages^V. On armorial bearings— VL On watches and 
clocks— Vn. On hair-powder— VIIL On plate^IX. 
Game li^nces. 



CHAP. VII. 

Qf Taxes m Proceedings at Law, • HI. J73 

Apparent Jusdoe cli liheae taxes — ^Stixkt tesl in^uslic^— 
whether lenedfrom the party losing— or from the party 
gaidiqg the suit— adverse to equality of civil rights- 
recommended only by ease of collection— tend to di^ 
minish capital. 

PART 11. 

or INDIRECT TAXE& 

• • < 

CHAP. I.- - 

General Obseroatums on indirect Taxes f IIL 181 

Taxes afibcting eq^y eveiy species of profit woold b^ 
direct taxes on capitaIistfr--4hose afBrcting eqinDy ev^ 
species of wages woidd be'direct'taxea on laboiire»«- 
those affiscting profits, or wages, unequaDy are deri- 
ved on the consumers of the commodities— 4Mnporaiy 
exceptions to this rule mildness of indueot fares 
which occasions, for a short time only, some reduction 
of c^taL— circumstances according to which indirect 
taxes, when first imposed, majr fall on the deabrsy or 

• «fieict the cqpital of the consumers. 

General division of indiitct taxes. 
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CHAP. IL 

QTTaxei an amsumabk Cammoditia, - IIL 192 

SiCT.L QfTaxe$ on the Necessaries cfLd/et - - - ib. 
Supposed by Dr Smith to enhance the rate of wages» and 
thereby to be devolved on the consumers of luxuries- 
opposite inferences from this opinion— the opinion er- 
roneous—taxes on necessaries neither increase the de-> 
mand for labour— nor depopulate a countiy otherwise 
prosperous— -nor preveilt marriage — admission by Dr 
Smith that taxes on the luxuries of the poor do noC 
raise wage^— this decisive of the question— origia of 
Dr Smith's mistake— distinction between a rise in the 
price of necessaries and a depredation of currency- 
great injustice of taxes on the necessaries of life— 

SmcT.lL Of Taxes on Luxuries^ • ^ . • « . IIL 210 
Flsid according to expenditure — and may be |>rogressiv^ 
aooordmg to expenditure — temptation to over«buidea 
the middliog ranks— Bn^idi fares ■■ eftct iwrntsapply- 
4ng commeidal capiud— and rinsiDg tlie price 4>f eon* 
modities- effect of the confiscatioi^ oCsmoggfed goods 
on rtpital ' oalural limilaof taxes oo luxuries »cvila 
of hi|^ taxes on ronwnodififn ■rxprnsr Tmatiop . 
brib ciy smugglin g e i fects oa morale— and ongovem- 



SxcT* IIL Of the several Modes of leo^fing Taxes cm eonsuma^ 
He CommMiiee, '^--•-•'-«»--' III. 289 

I. Casio m gr ea t expensn smnggling of the worst kind 
— eibcts on capital— public warehouses— their advan* 
tuges m il d n e ss in the leryiog of oMsioms>' . . 

IL Excit a> less expensiv e - and more eii rient *. m a y oc" 
casion oppression- .political intimidation, 

IIL Steiepf on gooda^llfaeir nnf ommmdetiens Bshln to 
c vasioi i. p eculiar aptitnde of hats fiir tUs tax— yet 
bund i aefflcieau-other taxes also repealed— few re* 
ttaiamg. 
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CHAP. III. 



CfTaxts on Commercial Transactions - III. 3*5 
Sale the chief of these tnuwactknift—csses In vhich a tax 
on sales is devolved on the conminer — affects the poor 
more than the ricti — destructive of manufacturer— 
whether for btenuJ use — or exportatioo— Alcaralb 
of Spain — frauds. 
Stamps on bilh and receipt*— efficiency of the former 
inefficiency of the letter— same iu princ^Ie whh flie 
AtcBvalla— their moderation ia EugJand. 



CHAP. IV. 



Q/" Taxet on '^« Frqfits qf particular Tradu and 
Br^wioMi, ------- lU. S58 

Umbo an ii) dMolved On tba coOHBar. 
gMiT. L Of Otmni UctmM ta temrdie ««<■» 7Wn ad- 



(^fqpaofref 
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loa^uttea aocofdlDg to ihtt dM We^ ansiber of 
) vnpl^ad— Ma OB Seoteb' Aidfcr»-^to excel- 
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lenoe— its prindples probably applicable to other map 
nu&ctures^-Tazea on fiurm^horses and stock — fidl not 
on the consumer— but on the landholder-Huay discou* 
rage agriculture. 
IIL Shop-tax— at first oppressire to retailers— after- 
wards devolved on consumers— controversylwith regard 
to this tax— mistakes on both sides— it falls heavier on 
the poor than the ridi^-liable to evasion— attempt to 
prevent this in 1785— occasioned injustice— and would 
have proved inefiectual. 



CHAP. V. 
Of Taxes levied by Means of Monopolies, III. 284 

I. Monopolies in branches of business carried on by gc^ 
vemment— chiefly exist in small states-^and there 
very disadvantageous— would be a source of expense 
in a large state— post-oiBoe—4>e8t conducted by go- 
vemment«--^ut requires a monopoly— wendered a 
source of revenue— becomes partly a tax on commer- 
cial transactionoM partly on those' who are at a distance 
from their fiiends— objections to it in the latter point 
of view. 

II. Monopolies sold by the state to individuals their 
evilw wtaMishod oiUy in mde times— but difficult to 
aholisk— the lottery, the only one remaining in Bri- 
tain— >ita recommendations— but encourages gamblingi 
and productive of many evils. 
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PART III. 



•F N^TIOSAL DEFT. 



IsTKOoucnoHy .......... IIL 896 

RTpfntet of tbe rtale— pcrmam^it •or tempomj— or- 
dinarj eiqpeiiditiire,'if defrajred by loans* would occ»- 
aoo biiikniptcj-.<extraordiiiary expenditure with di^ 
ficoltj definyed by contribiitionB-— easfly by loans. 



CHAP. 1. 

Of the Funding System considered in rejcrence to 
the Progress of National IVeaUK - HI. 299 

Every public loan absorbs national capital— withant crea- 
ting any new motive to parainuny— a contribution, if fiir 
ordinary expenditure, is paid from rerentte^-and there- 
fore causes no impoverishment— but if fi>r extmordinaiy 
expenditure, it would be drawn Inim capitaU-by i 
of private loans. 

Substitution of a public, for a nundier of private, 
more convenient— and creates no ^MMiAinal harden on 
posterity — but war-taxes would at last generate pri- 
vate economy — windi does not result from loans how- 
ever long coDtinuad. 

Loans, on the other hand, have several reooounendatioiis 
*-they select capital thrown out of employment— or 
which can be withdrawn with least inconvenient 
their effects on loans to merchants — and on the 
conunodation derived from bankers — nature of thia 
aooommodatioa— evils of the law of usury — the con- 
sumption of cs|»ital lessened by Ibceignera pordmnig 



1 
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itock-^fais an advantage, not an inconTenience, of 
loans — ^general estimate of the economical advantages 
and disadvantages of the funding system. 
More positive benefits have been ascribed to loans— in 
cauaing circulation— mere circulation useless— 4>ut pub* 
lie fimds keep the whole capital constantly employed 
—-this refers to a very small portion of the national 
dd>t— and woold be efected by baDken-— opinion thai 
national debt is national capital — its absurdity. 



CHAP. II. 

Of the Fundhtg System, in r^rence to the ejcter- 
nal Policy, and internal Government, qf the 
State, III. 331 

Funding System renders the national resources very 
speedily available botli for defence and attack— ad- 
vantages of this — difficulty of raising sufficient war- 
taxes— and unpopularity— facilities afibrded by loans 
^danger of this fiicility increasing the frequency of 
war — classes of the citizens who have interest in pro- 
moting war. 

Dangerous influence arising from a great national debt- 
over capitalists during war — continued influence by 
bribery — intimidation — multiplication of offices— efiects 
> of retaining the forms of free government, without the 
reality. 



CHAP. m. 

Of the Funding System, in Cotmection with the 
Establishment of a Sinking Fund, - III. 348 

Circumstances which impress the necessity of making 
some provision during peace for the reduction of na- 
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tional debt— difficulty qf findiiig effident 
inclination of the pecq^e to submit to thww irfgtirfttg 
fiiDd 1716— -its ineiBcieiicy— Mr Pitti's anUng fimd — 
abo inadequate— but might be extended^— woold .pre- 
clude an danger of b8nknipt<7«-4iid set aoma Ibadta 
to the influence of the cromii. 

SinkiQg fimdr^Mirs during peace the warte of wars— by 
private parsimony — preference of it to any sadden dis- 
charge of national debt^— It also renders the pfioe of 
stock less fluctuating— and prerents great dspreaakm 
— improves the terms of loans. 

It acts as some restraint on the warlike propensitieB of 
the people— and is not opposed by any partial nite* 
rests. 
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